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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 
PART I 


-- GPT Extension -- 
-- Report on Annex A Tariff Items -- 


INTRODUCTION 


The Honourable Allan J. MacEachen, Minister of Finance, in his 
letter dated July 24, 1980, to the Chairman of the Tariff Board, request- 
ed the Board, pursuant to section 4(2) of the Tariff Board Act, to con- 
duct an inquiry into a number of matters relating to the General Prefer- 
ential Tariff. His letter follows: 


Mr. John A. MacDonald 
Chairman 

Tariff Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


I am writing to ask the Tariff Board to study and 
report under section 4(2) of the Tariff Board Act on a 
number of matters relating to the General Preferential 
TarLite.(GPt ic 


The Canadian GPT was implemented in 1974 as part 
of an international system of tariff preferences de- 
Signed to assist developing countries to expand their 
exports of manufactures and semi-manufactures’ to 
developed country markets. The preferential rate on 
industrial products covered by the Canadian scheme is 
established by legislation at two-thirds of the Most- 
Favoured-Nation (MFN) rate of duty or the British Pre- 
ferential (BP) rate, whichever is lower. Specific 
preferences have also been established for selected 
agricultural products. Most textile products, leather 
footwear and certain electron tubes and parts were 
excluded from the coverage of the GPT by Order in 
Council under the safeguard clause because of the par- 
ticular sensitivity of Canadian production in these 
sectors to import competition. 


Since it came into effect in 1974, the GPT has 
been the subject of numerous and often conflicting 
representations. On the one hand, developing coun- 
tries seeking to improve their competitive position 
vis-a-vis developed countries in the Canadian market 
have requested that preferences under the GPT be im- 
proved and also that the product coverage of the 
scheme be expanded. Most recently developing coun- 
tries have expressed concern that the lowering of MFN 
tariff rates as a result of the multilateral trade 
negotiations (MTN) will yield smaller margins of pre- 
ference for developing countries under the GPT than at 
present. They are seeking further improvements to the 
Canadian scheme so that their relative competitive 
position in the Canadian market will be enhanced or, 
at least, maintained. 


On the other hand certain Canadian producers have 
expressed dissatisfaction and concern over the grant- 
ing of preferential access to the Canadian market for 
developing countries. They argue that for many pro- 
ducts these countries no longer need preferential 
access to compete in the Canadian market and that 
Canadian production and employment may be threatened 
by these preferences. Canadian producers have also 
alleged that the current safeguard provisions under 
the GPT are inadequate and do not allow for prompt 
consideration and open review of petitions HOG with- 
drawal or suspension of preferences. 


In response to these latter representations and 
in order to be in a position to consider improvements 
to the GPT, the government will be introducing legis- 
lation to change the safeguard provisions of the GPT 
legislation. These changes will be designed primarily 
to facilitate the review of petitions from Canadian 
industry for withdrawal or suspension of the GPT pre- 
ference on particular products from either one or all 
GPT beneficiaries. The proposed changes would include 
a provision to allow Canadian producers to petition 
the Tariff Board directly to determine whether imports 
at GPT rates are causing or threatening to cause them 
injury and, in the case of a positive finding, to 
recommend appropriate safeguard action to the govern- 
ment. Authority for the Governor in Council to estab- 
lish tariff rate quotas, on the recommendation of the 
Tariff Board, as an alternative to outright exclusion 


co 


of products from the GPT, would also be provided for 
in the amended GPT legislation. (Under a tariff rate 
quota the MFN tariff rate would be automatically 
restored when imports at the preferential rate reach a 
predetermined level). These changes should, if imple- 
mented, reassure Canadian producers that their re- 
quests for safeguard action will be given prompt con- 
Sideration under procedures which allow for extensive 
input by, and consultation with, Canadian industry. 
At the same time, developing countries or their repre- 
sentatives would have the opportunity to make repre- 
sentations to the Board on any petition for safeguard 
action. 


I recognize, however, that legislation will take 
time and that Canadian producers have an immediate 
concern. I would therefore like to meet that concern 
as” far--as possible ‘within the context of existing 
legislation. Accordingly, I direct the Tariff Board 
pursuant to section 4(2) of the Tariff Board Act to 
conduct an inquiry into any submission it receives 
from a Canadian producer to the effect that the pro- 
ducer has suffered or may suffer injury as the result 
of the General Preferential Tariff, where the Board is 
satisfied that there is a prima facie case of injury. 
If the Board should decide to proceed with an inquiry 
I would not expect it to recommend safeguard action 
unless it were fully satisfied that there is actual 
injury to ©Canadian’ “producers or “an actual threat 
thereof due to imports at the reduced rates of duty 
under the GPT. I would expect the Board to take into 
account those economic factors generally recognized as 
relevant to a determination of injury such as those 
contained in the GATT Anti-dumping Code and the Code 
on Subsidies and Countervailing Duties. The Board 
snould-= in =Lts* "inquiry, aiso “attempt= "to*establisn 
whether withdrawal of the GPT on the product or pro- 
ducts concerned would in fact provide significant 
relief to the Canadian producer or producers. The 
BOarGa@ shal leereporl ats" f£inGings, “vo me” Within six 
months of commencing its inquiry together with its 
recommendations as to whether in the particular in- 
stance the General Preferential Tariff should be with- 
drawn in whole or in part. If as the inquiry proceeds 
the Board is satisfied that there is a situation re- 
quiring urgent action, it shall make an interim report 
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and recommendation prior to its final report and re- 
commendation. In addition to the views of Canadian 
producers the Board should, in carrying out the in- 
quiry, invite and take into account the views of the 
exporting beneficiary country or countries, exporting 
firms or representatives thereof as well as Canadian 
importers and consumers. 


Given the reassurances that will be provided 
Canadian producers upon implementation of the proposed 
changes to the safeguard provisions, and bearing in 
mind the results of the MIN, the government also con- 
siders it timely and appropriate to review what 
changes or improvements to the GPT scheme may be pos- 
sible to deal with the concerns of developing coun- 
tries noted above. I would not want to propose such 
changes or improvements, however, unless it were 
determined that Canadian interests would not be 
adversely “affected. 1, therefore, direct the Tarif 
Board pursuant to section 4(2) of the Tariff Board 
Act, to review and report on the expected impact on 
Canadian production of including in the GPT those pro- 
ducts covered by the tariff items listed in Group I of 
Annexes A and B to this letter, and the expected im- 
pact on Canadian production if the preferential rate 
under the GPT were established at Free for those pro- 
ducts covered by the tariff items listed in Group II 
of Annexes A and B. I would also ask the Board to 
include in its report recommendations, based on its 
findings, as to whether any of the products covered by 
the tariff items in Group I should be included in the 
GPT and if so at what rates, and whether any of the 
products covered by the items in Group II should be 
allowed duty-free entry under the GPT. 


If the Board should conclude that the inclusion 
in the GPT of some of the goods which are now excluded 
would be facilitated by the establishment of tariff 
rate quotas for those products, I would ask the Board 
also to make recommendations regarding the levels of 
such quotas. With regard to the GPT rates which the 
Board might recommend for products which are now ex- 
cluded from the GPT, but for which the GPT rate formu- 
la would apply if they were included in the GPT, I 
would ask the Board to consider only two options: 
duty-free entry or the formula rate (i.e. the MFN rate 
minus one-third or the BP rate if it is lower). 
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I would ask that the Tariff Board report not 
later than nine months from the date of this letter on 
the tariff items listed in Annex A. The Board's re- 
port on the items listed in Annex B should be submit- 
ted within one year of its report on the items listed 
in Annex A. 


Yours sincerely, 


Allan J. MacEachen 


Subsequently, the Minister of Finance sent a second letter re- 
questing the Board to study three additional tariff items under Annex A, 
as follows: 


August 1, 1980 


Dear Mr. MacDonald: 


I refer to my letter of July 24 directing the 
Board to study a number of matters relating to the 
General Preferential Tariff (GPT). The Annex to this 
letter included tariff items 35200-1, 38700-1 and 
40103-1. 


In the multilateral trade negotiations (MTN) 
Canada agreed to establish separate tariff provisions 
forse Certain of» the» products “classified under these 
items. The new tariff items (35200-2, 38700-2, 
40103-2) established by the Notice of Ways and Means 
Motion of June 2, 1980, were inadvertently left off 
the Annex to my earlier letter. Since the goods 
covered by these provisions will no doubt be discussed 
in the course of the Board's hearings and review re- 
lating to items 35200-1, 38700-1 and 40103-1, I think 
it is desirable to have the Board study the likely 
impact of free entry under the GPT for the goods 
covered by these items as well. 


I therefore direct the Board to include items 
35200-2, 38700-2 and 40103-2 in its study and report. 


Yours sincerely, 


Allan J. MacEachen 


ape 


The Minister of Finance has, thus, referred a total of 204 
tariff items for study under the general inquiry part of Reference 158. 
These are, for hearing and reporting purposes, divided into Annex A (109 
items) and Annex B (95 items). Each Annex is further subdivided into 
Group I, items proposed for inclusion under® Che) GPT, and Group 11, items 
already under the GPT. 


Annex A comprises 42 tariff items in Group I and 67 tariff items 
in Group II, as follows: 


GROUP I 
Food Products 


805-1 915-1 2605-1 3910-1 4505-1 4600-1 
6500-1 6600-1 6605-1 6610-1 6928-1 71110-1 


Fisheries Products 


11901-1 11902-1 11903-1 11904-1 12100-1 12105-1 12303-1 12405-1 
12505-1 12505-2 12600-1 12700-1 12805-1 13300-1 66335-1 66340-1 


Textile Products 


52205-1 53010-1 53205=1 53210-1 56005-1 56010-1 
56105-1 56110-1 56210-1 56230-1 56610-1 56611-1 


Metals/Metal Products 
35301-1 
Miscellaneous 


25403-1 


GROUP II 
Food Products 


1300-1 1400-1 2300-1 2505-1 3200-1 3300-1 
3400-1 11400-2 14100-1 


Metals/Metal Products 


33900-1 33910-1 34815-1 34900-1 34905-1 34907-1 34910-1 35200-1 
35200—-2 35215-1 35405-1 35700-1 36505-1 37900-1 37900-2 37905-1 
37905-2 37910-1 37910-2 38105-1 38105-2 38700-1 38700-2 39000-1 
39600-1 40101-1 40101-2 40102-1 40102-2 40103-1 40103-2 41245-1 
43000—-1 43030-1 43110-1 43120-1 44100-1 
Textile Products 
52010-1 53240-1 55302-1 55910-1 56225-1 56605-1 57210-1 
Miscellaneous 
19710-2 32609-1 41410-1 41430-1 %41435-1 4Y44100-2 44335-1 44502-2 
WU534-1 44535-1 50600-6 53020-1 62000-1 65605-2 


The present report contains the Board's recommendations on all 


these items. 


The Board, in essence, was requested to determine the impact on 
Canadian production resulting from the extension of GPT benefits to Group 
i taritf items, and from the reduction in existing GPT rates for Group II 
items, as proposed by the Minister. For those goods and tariff items 
where, in the opinion of the Board, the Minister's proposals, if imple- 
mented, would have an adverse impact on Canadian interests, the Board was 
asked to recommend non-extension of GPT privileges (Group I) or non- 
reduction of existing GPT rates (Group II). For. foods ,and/or tarifi 
atems where the Board is satisfied that the Minister's proposals, if put 
into effect, would not affect Canadian interests adversely, the Board was 
asked to recommend their implementation. 


With respect to items which are at present excluded from the 
GPT, the Board was requested to consider: 


1) the formula rate, i.e., a GPT rate at a level of the MFN rate 
minus a third, or the BP rate, whichever is the lesser, or -- 


2) a GPT rate of Free. 


Fors.Group el eCariff, sitens where, in. the opinion. of the Board, 
full extension of GPT benefits is inadvisable, the Board was asked as 
well to consider their inclusion, but with a restriction of such benefits 
by the provision of a tariff rate quota. A tariff rate quota limits the 
extension of the GPT rate to a specified quantity or volume for the good 
in question, and all importations exceeding that quantity or volume would 


ee 


enter at the existing MFN (or BP) rate. In such instances, the Board was 
also requested to recommend the actual quantities or volumes to which the 
GPT rate would be confined. 


Finally, for goods and tariff items already under the GPT, the 
Board was asked to consider a reduction to Free only. 


In addition to the above, the Board in its study considered 
several other alternatives as well. With one or two exceptions, however, 
the options provided by the Minister were found to be sufficiently inclu- 
Sive- 


The Canadian General Preferential Tariff -- a Brief Background Note 


The GPT is a unilateral extension by Canada of reductions in 
tariff rates to less developed countries. By extending such reductions, 
Canada has joined other industrialized nations in assisting the growth of 
the less developed countries by providing preferential access to the 
domestic markets of donor nations. Some 160 countries and territories 
may enjoy such trading privileges. A list appears in Appendix I. 


The Canadian GPT was introduced on July 1, 1974 for a ten-year 
period. These provisions will, therefore, expire on July 1, 1984, unless 
renewed. 


Canada's trade with GPT countries is not extensive. In 1979, 
the latest year for which detailed data are available, such trade 
aceounted for $3,339.5 million, or 5.7 per cent of Canada’s imports, 
excluding crude petroleum and natural gas. 


Total GPT imports under Annex A tariff items amounted to $138.7 
million in 1979, equal to 4.2 per cent of total Canadian imports from GPT 
countries, again excluding petroleum and natural gas, and less than 0.2 
per cent of total Canadian imports of all goods. However, the proposed 
reductions provide easier access to a total import market of $1.5 billion 
(1979 figures), the value of total imports from all countries under Annex 
A tariff items, and, of course, to an even greater domestic market. 


To allow for an orderly development of international trade under 
this system of privileges, the programs of most countries contain safe- 
guard provisions. They are designed to deal with situations where GPT 
imports are causing or threatening to cause injury to the domestic econo- 
my of the donors. In countries of the European Economic Community and 
Japan, ceiling limits are in force. In the United States, the "competi- 
tive need" formula is used, according to which GPT benefits are phased 
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out as developing economies become internationally competitive in speci- 
fic products. The United States also has a petitioning procedure under 
which products can be added to, or removed from, the GPT eligibility 
lists. Other donor countries, as well, have various mechanisms to assist 
the domestic industry to cope with the impact of the extension of trading 
privileges. 


Canada provides for withdrawal of GPT benefits in the Customs 
Tariff, section 3.2(2), as follows: "The Governor in Council may, by 
order, from time to time, withdraw the benefit of the General Preferen- 
tial Tariff in whole or in part from any country to which it has been 
excended sav. Pursuant to this clause, the Minister has asked the 
Board, under Reference 158, in addition to conducting a general inquiry 
into extension of GPT benefits, also to carry out inquiries into peti- 
tions requesting withdrawal of such benefits to safeguard Canadian pro- 
ducers from injurious GPT imports. The Minister indicated in his letter 
that the government will be introducing legislation to change the current 
safeguard provisions. 


THE BOARD'S APPROACH AND PROCEDURES 


The Board's approach to this inquiry was largely determined by 
the time constraints imposed by the Minister's deadline, the broad nature 
of the reference and the adverse impact criterion laid down by the Minis- 
ter in his terms of reference. Annex A comprises 109 tariff items and 
some 1,300 individual goods. With much of the necessary data at that 
level of commodity detail being confidential and thus available from in- 
dividual firms only, the determination of the impact of extending GPT 
benefits for all items and commodities would have required a data-gather- 
ing and an analytical effort well beyond the resources of the Board, 
given the Minister's deadline of April 24, 1981. 


Therefore, in order to reduce its task to manageable propor- 
tions, the Board decided to concentrate its investigation mostly on those 
tariff items and goods with respect to which Canadian producers claimed 
that the proposed reduction in duties on imports from GPT countries would 
affect them adversely. This was, moreover, an approach which coincided 
With the Minister's criterion, that he ‘would not propose GPT tariff 
changes or improvements unless it were determined that Canadian interests 
would not be adversely affected. 


In line with this approach, a questionnaire was designed for the 
purpose of documenting “claims of adverse impact". The questionnaire 
took in the salient factors which are usually considered in the determi- 
nation of injury within the GATT framework for subsidies and dumping, as 
requested by the Minister. The questionnaire was accompanied by a brief 
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description of the procedural steps involved in presenting a claim, a 
complete nomenclature of all referred items in both Annex A and B, to- 
gether with current BP, MFN and, where applicable, GPT rates of duty, as 
well as scheduled reductions in these rates resulting from the latest 
Multilateral Trade Negotiations, and the GPT rates proposed by the Minis- 
ter. This, together with data on total Canadian imports and imports from 
GPT countries for each tariff item referred to the Board, was made avail- 
able to interested parties in the form of a background paper. 


Inasmuch as private data and information contained in the ques- 
tionnaires are at all times treated with utmost confidentiality by the 
Board, and, therefore, cannot be made available to other interested par- 
ties, all claimants were also requested to submit non-confidential 
briefs. These submissions, in accordance with standard procedures for 
the Board's inquiries, were circulated in advance of the public hearings 
to all affected GPT countries, as well as to all claimants who had sub- 
mitted similar briefs. 


Notification 


As required under the Tariff Board Act, the central feature of 
this investigation was the public hearing. Public hearings offer an 
opportunity to Canadian producers to present their claims of adverse im- 
pact, and to other interested parties -- importers, consumers and GPT 
countries -- to present their comments and opinions disputing or support- 
ing such claims. 


The Board, as required by law, notified the public initially of 
the receipt of this reference in the Canada Gazette of August 9, 1980, 
with Notice R-200. In addition, notices in a somewhat abbreviated form 
were placed in a number of newspapers across the country. Furthermore, 
by direct mailing, the Board notified relevant federal departments, pro- 
vincial governments, all embassies of GPT countries, various producers! 
and importers' associations and a large number of individual companies. 
A number of organizations, notably the Canadian Manufacturers' Associa- 
tion and the Canadian Importers Association Ine., assisted the Board by 
placing notices in their associations' publications or bulletins. Subse- 
quent to Notice R-200, which announced the preliminary hearing on Refer- 
ence 158, the Board also informed the public of regular public hearings 
on the proposed extensions of GPT benefits with respect to Annex A, (see 
Notices R=203 and R-205 in Appendix II). 


In response to this publicity, a number of organizations, com- 
panies and firms, not initially contacted by direct mail, informed the 
Board of their interest in the subject matter under inquiry. On the 
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other hand, a number of companies on the initial mailing list indicated 
that Reference 158, Annex A, did not involve their interest. In total, 
there were 418 companies, organizations and similar parties on the 
Board's mailing list. Of these, 325 received, upon request, the back- 
ground material prepared by the Board. 


Public Hearings 


The public inquiry process commenced with a preliminary hearing 
in Ottawa on October 14, 1980. At that hearing, the Board provided an 
opportunity to discuss in general the issues and procedures pertaining 
both to the extension of additional GPT benefits and to safeguard peti- 
CLONSis Hearings dealing specifically with GPT extension for Annex A 
tariff items were held on December 18, 1980, in Halifax, and on January 
14 and 15, 1981, in Ottawa. A hearing scheduled and announced for Van- 
couver was subsequently cancelled for lack of submissions. Moreover, 
because of the number of claims received, the Board continued its Ottawa 
hearing of January 14 and 15 on January 27 and 28. 


SUBMISSIONS 
The Board received and dealt with 75 submissions listed below: 


Acme Iron Division of Firescreens International Limited, 
Concord, Ontario 

*Algood Casters Limited, Weston, Ontario 

*#A\llan Candy Company Limited, The, Hamilton, Ontario 

Amax Specialty Metals (Canada) Limited, Rexdale, Ontario 

Amerock Limited, Meaford, Ontario 

*Androck Inc., Weston, Ontario 

Association of Canadian Biscuit Manufacturers, Don Mills, Ontario 

Atlas Steels, Welland, Ontario 

Belize, Government of, Belize, Belize 

Bureau of Competition Policy, Department of Consumer & Corporate 

Affairs, Ottawa, Ontario 

*Cadbury Schweppes Powell Inc., Rexdale, Ontario 

*Califone Industries Ltd., Vancouver, British Columbia 

Cambridge Brass, Cambridge, Ontario 

Canada Metal Company Limited, The, Scarborough, Ontario 

*Canadian Apparel Manufacturers Institute, Ottawa, Ontario 

*Canadian Fasteners Institute, Toronto, Ontario 

Canadian Foundry Association, Orillia, Ontario 

*Canadian Hardware and Housewares Manufacturers Association, 
Scarborough, Ontario 

*Canadian Importers Association Inc., Toronto, Ontario 
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#Canadian Textiles Institute, Montreal, Quebec 
Consoltex Canada Ine., Montreal, Quebec 
Dominion Textile Limited/Limitée, Montreal, Quebec 
DuPont Canada Inec., Montreal, Quebec 
J.L. de Ball Canada Ltée/Ltd., Montreal, Quebec 
Nalpac, Montreal, Quebec 
Satexil Inc., Montreal, Quebec 
Wabasso Inc., Shawinigan, Quebec 
Canadian Water Quality Association, Waterloo, Ontario 
*Cast Iron Soil Pipe Division of the Canadian Foundry Association, 
Wyevale, Ontario 
Bibby Foundry Limited, Cambridge, Ontario 
Titan/Associated Foundry Limited, Surrey, British Columbia 
Cello Products Inc., Cambridge, Ontario 
Central Wire Industries Ltd., Perth, Ontario 
*Confectionery Manufacturers Association of Canada, Don Mills, Ontaric 
*Connors Bros., Limited, Black's Harbour, New Brunswick 
*Coronet Housewares Inc., Baie d'Urfé, Quebec 
*Corporation House, (on behalf of the Canadian Textiles Institute) 
Ottawa, Ontario 
Danfoss Mfg. Co. Ltd., Mississauga, Ontario 
*Deluxe Embroidery Co. Corporation, Montreal, Quebec 
*Elgin Handles Limited, St. Thomas, Ontario 
Emco Limited, London, Ontario 
*Fisheries Council of Canada, Ottawa, Ontario 
Fittings (1980) Inec., Oshawa, Ontario 
*Ganong Bros., Limited, St. Stephen, New Brunswick 
*Garant Inc., St-Francois, Montmagny, Quebec 
Gray Tool Company of Canada Ltd., The, Bramalea, Ontario 
Greening Donald Co. Ltd., Hamilton, Ontario 
Heating, Refrigerating and Air Conditioning Institute of Canada, 
Islington, Ontario 
*Hershey Chocolate of Canada, Mississauga, Ontario 
International Malleable Iron Co. Limited, Guelph, Ontario 
*Kerr Bros. Limited, Toronto, Ontario 
Korea, Government of the Republic of, Seoul, Korea 
*Kraft Limited, Mount Royal, Quebec 
*Laura Secord, Scarborough, Ontario 
Leigh Metal Products Ltd., London, Ontario 
Lofthouse Brass Manufacturing Ltd., Whitby, Ontario 
*Lowney Inc., Toronto, Ontario 
Machinery and Equipment Manufacturers! Association of Canada, 
Ottawa, Ontario 
Mallory Hardware Products Limited, Blenheim, Ontario 
New Brunswick Fish Packers' Association, The, Moncton, New Brunswick 
*Noma Industries Limited, Scarborough, Ontario 
Non-Ferrous Founders' Society, North Bay, Ontario 
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Noranda Metal Industries Limited, Montreal, Quebec 

*Ocean Maid Foods Division of Zapata Canada Inc., St. Andrews, 
New Brunswick 

Peelle Company, Limited, The, Mississauga, Ontario 

Resource Industries Branch, Department of Industry, Trade & Commerce, 
Ottawa, Ontario 

*Rowntree Mackintosh Canada Ltd./Ltée., Toronto, Ontario 

*Sandvik Canada Corp., Mississauga, Ontario 

*Shepherd Products Ltd., Markham, Ontario 

*Simonds Cutting Tools Division, Wallace Murray Canada Inc., 
Granby, Quebec 

*Soren Manufacturing Co. Limited, Toronto, Ontario 

*#Stanley Works Limited, The, Burlington, Ontario 

Streamline Copper & Brass Ltd., Strathroy, Ontario 

*Supreme Aluminum Industries Limited, Scarborough, Ontario 

Trebor Canada Inc., Granby, Quebec 

*True Temper Canada Limited, Hamilton, Ontario 

*Unican Security Systems Ltd., Montreal, Quebec 

Waltec Forgings Limited, Wallaceburg, Ontario 

Warner-Lambert Canada Limited, Scarborough, Ontario 

*#West Bend of Canada, Division of Dart Industries Canada Limited, 
Barrie, Ontario 

Western Plumbing & Industrial Supplies Limited, London, Ontario 

*William Neilson Ltd./Ltée., Toronto, Ontario 

Wolverine Brass Company Limited, Toronto, Ontario 

*Wrigley Canada Inc., Toronto, Ontario 


* Attended public hearings 


Apart from product specific claims, the Board also received two 
Submissions of a more general nature. The brief from the federal Depart- 
ment of Consumer & Corporate Affairs consisted of two parts: one dealing 
with issues of GPT policy, and the second with all referred tariff 
items. The Board considered the latter in arriving at its conclusions 
and recommendations as a presentation in support of the proposed exten- 
Sions; the part discussing GPT policy was not given further consideration 
being outside the Board's mandate. For the same reason, the submission 
by the Canadian Importers Association Inc., which dealt almost exclusive- 
ly with broader policy issues, could also not be considered by the Board. 


FACTORS CONSIDERED 


Following the guideline of the Minister that he "... would not 
want to propose such changes or improvements (to the GPT scheme), unless 
it were determined that Canadian interests would not be adversely affect- 
ed ...", the Board has largely concentrated its investigation and inquiry 
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on those goods and tariff items for which Canadian manufacturers opposed 
the proposed extension of GPT benefits. 


Claims of adverse impact were examined against those economic 
factors generally recognized as relevant to a determination of injury 
under the GATT with respect to dumping and subsidies. Accordingly, the 
Board considered such factors as actual and potential decline in output, 
sales, market share, profits and productivity. Inasmuch as adverse 
impact in these terms must be related to GPT imports only, the Board 
examined in particular evidence on the share of total Canadian imports 
and the share of the domestic market supplied by GPT-country imports. 
For Group II tariff items, those already provided for under the GPT, the 
trend of GPT imports since 1974, the year in which the GPT was introduc- 
ed, was deemed to be especially relevant. 


Furthermore, the Board also took due notice of world-wide condi- 
tions pertaining to those sectors of Canadian industry affected by the 
Minister's proposals, e.g., fishing and fish processing, textiles, iron 
and steel, other non-ferrous metals, etc. The international competitive 
position of an industry, as illustrated by its balance between imports 
and exports, was another relevant factor. 


The Board was also influenced by the depth of the tariff cut 
proposed by the Minister. This was a concern especially for Group II 
tariff items, where the current GPT rate is already one-third less than 
the MFN rate, and where the Minister proposed a reduction of the remain- 
ing two-thirds to Free. A similar concern applied to Group I items where 
the current BP rate is Free, and where inclusion under the GPT would, 
thus, require a reduction to Free as well. On the other hand, the Board 
also took note that for some tariff items the BP and MFN rates were 
scheduled to decline to Free by 1987, as a result of recent Multilateral 
Trade Negotiations. An immediate reduction in the GPT rate would, there- 
fore, simply accelerate, with respect to imports from GPT sources, the 
"scheduled" loss of protection already faced by Canadian manufacturers. 
For GPT suppliers, it would represent merely a temporary and a declining 
margin of preference. 


The Board found that all submissions opposing GPT extension were 
characterized by a concern about the impact of GPT imports in the fu- 
ture. Few submissions based their objections to the Minister's proposals 
on an adverse impact from current GPT imports. This fear or apprehension 
concerning GPT imports was expressed in terms of lower labour costs, low- 
er material costs, lower social security costs, lower labelling costs, 
the absence of pollution abatement costs, ready access to capital and 
technology, world scale of production, subsidies, ete. Frequently, men- 
tion was made of new capacity already in place in GPT countries, or pre- 
sently being installed, or being planned. Many of these factors, acknowl- 
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edged to be operative currently, were, in most cases, admittedly not vis- 
ible in current GPT imports. However, claimants feared that they would 
result in rapidly rising imports once tariff protection against such im- 
ports were reduced or totally eliminated. Concern was also expressed on 
occasion about the impact of the proposed tariff reductions on the domes- 
tic price structure and the financial viability of Canadian producers. 


Most frequently identified sources of allegedly injurious GPT 
imports were Hong Kong, the Republic of Korea, Brazil, Mexico and 
Israel. Many of those appearing before the Board were of the opinion 
that newly industrialized countries should no longer be beneficiaries of 
the preferential access provided under the GPT. Such benefits should, 
instead, be accorded to the lesser developed countries. In this connec- 
tion, reference was made by several interested parties to the "“competi- 
tive need" criterion used by the United States in its GPT (GSP) system, 
whereby a country loses its preferred access to the U.S. market once 
Shipments from that country exceed a certain percentage of total GPT 
imports of such goods. The Board did not include any country specific 
elements in its recommendations because, thus far, country specific 
action has not been the practice in Canada. However, the Board recom- 
mends that the review of the present GPT system, related to its expiry in 
1984, give serious consideration to the introduction of a mechanism which 
would redistribute GPT benefits to those less developed countries needing 
such benefits most. 


The Board, however, did not deem that an apprehension or fear of 
adverse impact was sufficient in itself in arriving at a recommendation 
to the Minister not to proceed with his proposals. The Board was of the 
opinion that such action required some tangible evidence of an existence 
of a real threat, such as large or rapidly rising imports from GPT coun- 
tries, a concentration of such imports among two or three suppliers, and 
an increasing level of GPT penetration of the domestic market. In the 
absence of such evidence, the Board could not reasonably argue that an 
adverse impact was likely. In the event that the proposed extension of 
GPT benefits should result in an increase in GPT imports deemed to be 
injurious, manufacturers can avail themselves of the right under this 
reference, and subsequently under the amended safeguard provisions pro- 
posed by the Minister of Finance, to petition the Board for safeguard 
action and withdrawal of GPT benefits. 


With respect to tariff items for which no submissions opposing 
GPT extension were received, the Board concluded that the very absence of 
such opposition was strong evidence that the Minister's proposals were 
unlikely to affect Canadian interests adversely. Again, as noted above, 
if the extension of GPT privileges were to result eventually in a level 
of GPT imports deemed to be injurious, the Board could be petitioned to 
recommend safeguard action. Nevertheless, in order to carry out the 
Minister's instructions, the Board examined all tariff items for which no 
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submissions were tendered, in order to determine whether any cases exist- 
ed where adverse impact or a threat thereof was apparent. The Board 
examined trade data to determine the importance of GPT-country imports 
relative to total imports. Where imports from GPT countries comprised a 
substantial percentage of total Canadian imports, the investigation was 
extended to find out the percentage of the domestic market supplied by 
GPT imports. While these studies did not reveal any goods or tariff 
items where an adverse impact was likely, they did provide evidence for 
Group I tariff items whether to recommend inclusion under the GPT at the 
formula rate or at Free. 


THE BOARD'S RECOMMENDATIONS 


This section contains the Board's summary findings, conclusions 
and recommendations on the 63 tariff items which were the subject of 
claims of adverse impact. The recommendations for these 63 tariff items 
will be summarized in the following section, to be combined there with 
the recommendations of the Board for the 46 items for which no objections 
to GPT extension were received. 


The current BP, MFN and GPT rates presented in the following 
summaries are those in effect as of January 1, 1981. For tariff items 
whose MFN rates will be reduced as a result of the recently-concluded 
Multilateral Trade Negotiations, the BP and MFN rates which will be in 
effect on January 1, 1987, are shown as well. In order to show GPT 
"current" rates for 1987, it was assumed that the GPT system would be 
renewed in 1984 on its present basis. For those items now having a GPT 
rate fixed by statute (subsection 3 of section 3.1 of the Customs 
Tariff), it was assumed that the present statutory GPT rate would con- 
tinue to apply even where this resulted in a GPT rate higher than the MFN 
and BP rates in effect in 1987. For those items whose present GPT rate 
is established in accordance with the formula (subsection (1) and (7) of 
section 3.1), the formula was applied to the BP and MFN rates scheduled 
to be in effect in 1987. The proposed GPT rates for 1981 and 1987 for 
Group I items at present not provided for under the GPT schedule are 
formula rates as well. The alternative proposal of the Minister of 
extending the GPT to these items at Free is not shown. 
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Group I: Food Products 


Tariff Items 6500-1, 6600-1 


and 6605-1 
GPT 
BP MFN Current Proposed 
6500-1 Biscuits, not 
SWECTCNCd. cscs cscecs (Ba teks (fais, jowiels - 5 Dis. C's 
BRICCELVE. ciiesreel/L/oV 5 p.Ce 5 peCe - S p.Ce 
6600-1 Biscuits, sweetened... (Ge ee is Se Dis Ors - ar noryer 
BOLCCULV Gee cee ad /l/ oy SaDie Ce epee. - Br Decs 
6605-1 Biscuits, sweetened or 
unsweetened, valued 
at not less than 20 
cents per pound, 
said value Coy abe 
based oon the net 
weight and to  in- 
clude the value of 
the usual retail 
Deal CK Ae Cictece seis oip eiele sole Free ee De Deis = Free 
BEPeGULViG ns 5 ec ciel LOY Free Bie DieC's - Free 


Claimant: 


1. Association of Canadian Biscuit Manufacturers 


The Board has found that the domestic market for biscuits has 
been stagnant in recent years, a reflection in part of general economic 
conditions and, in part, of shifts in consumer tastes and preferences. 
This situation, combined with lower exports and rising imports, has, 
since 1974, caused the volume of output of domestic producers to de- 
cline. Imports of biscuits from GPT countries, still small in total as 
well as a percentage of total imports, have, however, been rising at a 
rapid pace in recent years, especially under tariff item 6605-1. This 
item has become the main import tariff item for non-GPT as well as 
GPT-country imports. LAS contrasu.s tOLad imports and imports, from GPT. 
countries under tariff items 6500-1 and 6600-1 have been small. 
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The Board concludes, therefore, that, though extension of the 
GPT to items 6500-1 and 6600-1 would not likely have an adverse impact on 
Canadian production, there is sufficient evidence that such an impact may 
take place with respect to tariff item 6605-1, especially in view of the 
much larger reduction in duty being proposed for this item. 


Therefore, the Board recommends that GPT treatment be extended 
at 5 p.c. for tariff items 6500-1 and 6600-1, but that the proposed GPT 
extension be withheld from tariff item 6605-1. 


Group I: Fisheries Products 


Tariff Items 11901-l, 11902-1, 
11903-1 and 11904-1 


GPT 
BP MFN Current Proposed 


Sardines, sprats or pil- 
chards, packed in oil or 
otherwise, in sealed tin 
containers, the weight of 
the tin container to be 
included in the weight for 
duty: 


11901-1 When weighing over 
twenty ounces and 
not over thirty-six 
ounces each...per box 1.63 cts. 1.63 cts. - 1.09 cts. 


BL PeStives.cc sel LOT, ee Cus. Poo ets. = 0.83 CUs 


11902-1 When weighing over 
twelve ounces and not 
over twenty ounces 
GACH se cecese sDEr DOR ol o0 CUS. hesG) CUE. - 0.92 Ct. 


BIfeCulVes..ssescl/ 1/01) 1 00CL. 1.00 Ct. - O.0/ Cu, 
11903-1 When weighing over 
eight ounces and not 
over twelve ounces 


CAC ies ces ee ee DCr box 0.92 et. 0.92 sh ees fond GO... CLs 


ELPEeCtivessa. <del) Liol, Oromo. 0.07 Gt. - 0.45 ct. 
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GPT 
BE MFN Current Proposed 
11904-1 When weighing eight 
ounces each or less 
eocecececceeccceceoee PCr box 0.69 Gre 0.69 Oe — 0.46 Ci. 
METGCLIVG. secca cl sL or 0.50 OLY 0.50 Cbs — O35 ana 


Claimants: 
iw connors Bros., Limited 


2. Fisheries Council of Canada 


The sole Canadian producer, Connors Bros., Limited, exports a 
major proportion of its output of canned sardines and is deemed to be 
internationally competitive. Although import penetration by shipments 
from GPT countries has grown rapidly in recent years and has reached a 
fairly significant proportion of the market, annual fluctuations in ship- 
ments from abroad seem to indicate that to a considerable extent such 
imports reflect supply conditions. A major consideration for the Board 
was the very low ad valorem level of protection, less than 3 p.c., pro- 
vided by the present specific duties. In the opinion of the Board, GPT 
extension is unlikely to cause an adverse impact on Canadian production. 


INerelore, § because. tics DUK or Stne- GPT Amports senters under 
tariff item 11904-1, the 8-ounce tin being the predominant container, the 
Board recommends a GPT rate of 0.46 cent per box for tariff item 11904-1, 
and GPT rates of Free for tariff items 11901-1, 11902-1 and 11903-1. 


Tariff Items 12100-1, 12105-1 


and 12303-1 
GPT 
BP MFN Current Proposed 
1200-1 ‘Fish preserved in oil, 
NeOePesvcececccevrsevececc 15 peC. 15 peCe toe 10 peCe 
Hrrectivessvcee el os 14 PpeCe 14 PpeCe - 9 pec. 
12105-1 Bonito preserved in 
Caterer acl erste raVelare ve letele tere G.g) PeCs Oe Des - Ge pete 


Bivechiv Getta lt UA07 ip pee ip gewws!- ey arya 
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Fish, prepared or preserved 

Wie helene 
12303-1 All other fish, n.o.p Le asDis:Gre IE Foot - (Morey: 
Claimants: 


1. Fisheries Council of Canada 


2. Ocean Maid Foods Division of Zapata Canada Inc. 


Imports under these three tariff items comprise mainly canned 
tuna. GPT imports of canned tuna, mostly from Fiji and Malaysia, have 
risen sharply in the recent past. They have displaced MFN imports and 
have also reduced the share of the domestic market supplied by Ocean Maid 
Foods, the sole domestic processor of tuna. Moreover, it is known that 
additional processing capacity for canning tuna is being installed in 
other GPT countries. On the basis’ of such, evidence, the Board concludes 
that the proposed extension of GPT benefits to canned tuna from GPT 
suppliers would likely have an adverse impact on the Canadian processor, 
and recommends that in the present case the Minister not proceed with his 
proposal. 


Instead, the Board recommends the introduction of a new tariff 
item for canned tuna to read as follows: "Tuna (including bonito), pre- 
served in sealed containers, n.o.p.". The MFN and BP rates, effective 
immediately, would be 13.9 p.c., declining to 13.1 psc. by 1987. The MEN 
rate was calculated on the basis of 1978 imports of canned tuna under 
each of the three items under consideration here. Inasmuch as this new 
tariff item would make item 12105-1 redundant, the Board, furthermore, 
recommends that the latter be deleted. 


With respect to fish products other than canned tuna covered by 
tariff items 12100-1 and 12303-1, the Board did not receive any claims of 
adverse impact nor did it establish independently any evidence of such an 
impact. Therefore, the Board recommends that for these two tariff items, 
with their present nomenclature, a rate of 10 p.c. and 7 p.c., respec- 
tively, be provided for under the GPT schedule, as proposed. 
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Tariff Item 12405-1 


GPT 
BP MFN Current Proposed 
12405-1 Shellfish, prepared or 
preserved, N.O.Pecece 9. Oepet « GiSap.ck - O25op<C. 
BUlLeECLiVens ss siiely L/L Geet. 6 (Dec. - eS oleae 


Claimant: 
1. Fisheries Council of Canada 
Counter-Claimant: 


1. Government of the Republic of Korea 


Evidence before the Board showed that imports from GPT countries 
of the goods covered by this item have remained small in the recent past 
and, moreover, have, to some extent, been displaced by rapidly rising 
imports from non-GPT countries. Furthermore, the Board did not receive 
any claims of any adverse impact on Canadian production for the goods at 
issue resulting from the proposed extension of GPT benefits for tariff 
item 12405-1. 


Therefore, the Board recommends that for tariff item 12405-1 GPT 
extension be granted as proposed at a rate of 6.5 p.c. 


Tariff Items 12505-1&2 


GED 

BP MEN Current Proposed 
12505-1 Oysters, prepared or 
preserved; oysters in 

the Sine iy Se fees aes erate 6.9 peC. 6.9 p.Ce = 4.5 peCe 

MEP eCELy.Giocterane LeU Or. 5 peCe 5 peCe = 3 DPeCe 
12505-2 Oysters, smoked, whe- 
CHeRmOre note an scans 
or other air-tight 

COME ALHEIS oic's) steele eiccats one Eat sir Dist ie Crs ~ Re. es 


EErecti view <n cessor 5 pC. 3 PpeCe = 2 PpeCe 
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Claimant: 
1. Fisheries Council of Canada 
Counter-Claimant: 
1. Government of the Republic of Korea 

Analysis by the Board of data before it showed that, in recent 
years, there have been no imports of fresh or frozen oysters from GPT 
countries. Furthermore, for some four years now, there has been no 
domestic production of canned oysters in Canada, nor are there any indi- 
cations of a revival of this industry. 

Therefore, the Board recommends that imports from GPT countries 


under tariff items 12505-1 and 12505-2 be extended Free entry. 


Tariff Item 12600-1 


GPT 
BP MFN Current Proposed 
12600-1 Clams in sealed con- 
EaAINCIS slecenelere le cre eters ere 10 PpeC. AKO} DeCe — 6.5 PpeCe 


Claimant: 
1. Fisheries Council of Canada 
Counter-Claimant: 


1. Government of the Republic of Korea 


The share of the domestic market of canned clams supplied by 
domestic producers has been increasing. The import share, currently 
accounting for some 70 per cent of Canadian consumption, has evidently 
declined. Substantial and rising GPT-country imports have apparently not 
affected domestic production adversely, having exclusively displaced 
non-GPT imports. 


The Board acknowledges that the proposed establishment of a GPT 
rate of duty at 6.5 p.c. as against the prevailing rate of 10 p.c. could 
result in a further increase of imports from GPT countries. The Board 
notes, however, that past evidence would indicate that such imports would 
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most likely continue to displace imports from MFN countries and would 
thus unlikely affect Canadian production adversely. 

Therefore, the Board recommends that the GPT be extended for the 
tariff item 12600-1 at a rate of 6.5 p.c. 


Tariff Items 12700-1 and 


12805-1 
GPT 
BP MFN Current Proposed 
12700-1 Crustaceans, fresh, 
n.O.p.-; crustaceans, 
prepared or preserv- 
ed, NeOePcecececceccecce 8 PpeCe 8 peC.e — 5 PpeCe 
12805-1 Lobsters, prepared or 
DPESEPVEC sles ale « cies eters 9.8 peC. 9.8 PpeCe = 6.5 peCe 
BETECUIVE.<65 eee / 1/07 6 piel 6 pace - HW Owes 


Claimants: 

ieee Connors Bros., Limited, for 12700=1 

2. Fisheries Council of Canada, for 12700-1 and 12805-1 

3. New Brunswick Fish Packers' Association, The, for 12700-1 
Counter-Claimant: 


1. Government of Belize, for 12700-1 


Prepared or preserved lobster imports under tariff item 12805-1 
have been insignificant and no evidence of imports of this product from 
GPT countries has been found. Lobster, mostly fresh or frozen, entering 
under item 12700-1, is lobster of a different kind from that primarily 
caught in Canadian waters. Imports of fresh or frozen lobster of the 
same kind as the Canadian product enter Free of duty under item 12800-1, 
which, however, is not covered by Reference 158. 


Imports under tariff item 12700-1 are substantial, and are, 
moreover, increasing rapidly. They originate mostly from GPT countries, 
notably from Cuba. However, evidence shows that such imports are not 
affecting Canadian production at present. The Canadian lobster industry 
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is largely oriented to serving the U.S. market, especially for fresh 
lobster in the shell, exporting lately at least three-quarters of its 
catch. Imports of fresh and frozen lobster, about equally divided in 
volume between tariff items 12700-1 and 12800-1 (Free), enter in large 
part during Canada's off-season. For these reasons, as well as the fact 
that Canadian lobster landings are governed by supply management restric- 
tions, the Board concludes that GPT imports, given the prevailing strong 
demand for this luxury product, will unlikely affect the Canadian indus- 
try adversely should such imports rise as a result of a GPT extension. 


With respect to fresh or frozen crab entering under item 
12700-1, the Board found that GPT-country imports are negligible, al- 
though imports, in total, have risen very rapidly and have increased 
their share of the domestic market. At the same time, Canadian crab 
production, and crab exports, have expanded strongly as well. The Board 
coneludes, on this evidence, that the proposed GPT extension would not 
have an adverse impact on domestic production of fresh or frozen crab. 


Therefore, the Board recommends the inclusion of tariff items 
12700-1 and 12805-1 under the GPT at rates of 5 p.cs and 6.5 p.c., 
respectively. 


In supporting the proposed extension of the GPT, the Government 
of Belize argued that Belize's exports to Canada of goods under tariff 
item 12700-1 are nominal. No increase of such shipments was envisaged 
since nearly all production of the goods in question has been tradition- 
ally exported to the United States. 


Tariff Item 13300-1 


GPT 
BE MFN Current Proposed 
13300-1 All other articles 
the produce of the 
fisheries, NeOeDPececoe iris’ DeCe es PpeCe = 4.5 PpeCe 
EPTectivers.sces ly lyor 5 peCe 5 PpeCe — 3 DeCe 


Fish caught by fish- 
ermen in vessels re- 
gistered in Canada 
or owned by any per- 


son domiciled in 


Canada, and the pro- 


ducts thereof carried 


se Sa 


13300-1 from the fisheries 
Ceont.)) in such Vecsels, 
shall be admitted 
into Canada free of 
Gut ys The Minister 


may make such regu- 


Vations; if Sany >) as 
are deemed necessary 
for carrying out the 
provisions of this 


section. 


(See Section 9 of the 
Customs Tariff) 


Claimant: 


1. Fisheries Council of Canada 


The tariff item in question represents a residual item and en- 
compasses a number of fish products such as; fish paste, capelin for 
bait, herring, mackerel, squid, fish roe, fish eggs and shellfish, all 
for bart, and similar marginal products, many of them crude and inedi- 
ble. Even though imports of these miscellaneous fish products from GPT 
countries have risen substantially in recent years to account for a large 
proportion of total imports under tariff item 13300-l1, the Board in its 
analysis did not find any evidence that the proposed extension of the GPT 
would adversely affect Canadian producers. 


Therefore, the Board recommends that the GPT be extended to 
tariff item 13300-1 as proposed at a rate of 4.5 p.c. 


Tariff Item 66335-1 


GPT. 
BP MFN Current Proposed 
OOS 6 b= 14 Pash omea le <wlecstetelole clave Free Bao Dee - Free 


He feColVe ww. ees l/ aor Free 5 peCe ome Free 
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Claimants: 
Li. Connors=Bros., Limited 
2. Fisheries Council of Canada 

Fish meal production in Canada is at present almost exclusively 
a by-product of fish processing. The Board has observed that imports of 
fish meal into Canada are quite erratic. In addition, no imports from 
GPT countries were recorded for the past three years. 

Therefore, the Board concludes that any reduction in the rate of 
duty on imports of fish meal from GPT countries would not likely have an 


adverse impact upon Canadian production, and so recommends that the GPT 
be extended at Free to tariff item 66335-1, as proposed. 


Group I: Textile Products 


Tariff Item 52205-1 


GPT 
BP MFN Current Proposed 
Woven fabrics, wholly of 
cotton: 
52205-1 With cut oe A GES c 10 pC. 20 peCe — 10 peCe 
Bffective....-el/1/87 10 pC. 15 PpeCe = 10 peCe 
Claimants: 


l. Canadian Textiles Institute 
Dominion Textile Limited/Limitée 
J.L.de Ball Canada Ltée/Ltd. 

Counter-Claimant: 

1. Government of the Republic of Korea 


The Board noted that imports already command a dominant share of 
the Canadian market for the goods covered under this item. GPT imports, 
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moreover, have expanded very rapidly, increasing their share both of 
total imports and of the Canadian market. 


As a result, the Board felt that an unrestricted extension of 
the GPT was likely to have a significant adverse effect on the domestic 
industry. However, the Board was of the opinion that this adverse impact 
would be confined if the proposed rate of 10 p.c. for GPT-country imports 
were accompanied by a tariff rate quota, equivalent to average imports 
for 1977-1979, of 2.3 million pounds for coloured cotton corduroys, and 
of 1 million pounds for cotton broadwoven pile fabrics. 


The Board, therefore, recommends extension of the GPT, as pro- 


posed by the Minister, at 10 p.c. for tariff item 52205-1, subject, how- 
ever, to the above tariff rate quotas. 


Tariff Item 53010-1 


GPT 
BE, MFN Current Proposed 
53010-1 Slivers, wholly or in 
Pantsceore wooly ry not 
containing man-made 
fibres or glass 
fibres......per pound Free 5 cts. - Free 


The Minister proposed that the GPT be extended to tariff item 
53010-1 at a rate of Free. The Canadian Textiles Institute supported 
this proposal. Not having received any claims of adverse impact, the 
Board recommends that the GPT extension to tariff item 53010-l1 be imple- 
mented as proposed. 


Tariff Item 53205-1 and 


Temporary Items 53245-1, 


53246-1, 53247-1, 53250-1 and 
53255-1 


53205-1 Woven fabrics compos- 
ed wholly or in part 


els pac 


GPT 

BP MFN Current Proposed 

53205-1 of yarns of wool or 
COOriyae) aa eile ClO ateteteteteretet sts Shen Jocks = 25D Cs ~ TO 5e Ds oe 
and, per pound Lorcrs. 25 Cus. - LO. 7 ets. 

The total duty levi- 

able shall not be in 
excess of...per pound 60" ets. - - 60 cts. 
EfPSCULVe. cee heel LOT 18 peCe 25 PpeCe = Lo. peCe 

The total duty levi- 

able shall not be in 
excess of...per pound 60 ects. - - 60 ects. 


Woven fabrics, composed of 
yarns spun on the woollen 
system, containing not less 
than 50 p.c. by weight of 
virgin wool or hair and not 
containing more than one 
generic type of man-made 
fibre, or containing “not 
less than 40 p.c. by weight 
of virgin’ wool “or hair and 
not containing any man-made 
fibres, for use in the 
manufacture of men's and 
boys!’ =SuLUS,; Vesce,, Spore 
Coats and” “blazers, “dress 
Slacks and fine tailored 
topcoats other than car 
coats and duffle coats: 


53245-1 Weighing not more than 
9 ounces to the 
square yard in ac- 
cordance with stan- 
dard test methods 
described in ASTM 
D1776-74, and valued 
at not less than $5 


elo 


GPT 
BP MFN Current Proposed 
53245-1 per square yard...... Wher me r(ory 5a  DidGs - 5 .5ep. Ce 


(cont.) (Temporary Tariff Item) 


53246-1 Weighing more than 9 
ounces to the square 
yard but less than le 
ounces to the square 
yard in accordance 
with standard test 
methods described in 
ASTM D1776-74, and 
valued at not less 
than $6.60 per square 
WAI Gl wacvanetere s ¢/efabe ls ie/tce ois Oe 5D «Cs 6.5.0.0. - LD ales 
(Temporary Tariff Item) 


53247-1 Weighing not less than 
12 ounces to the 
square yard in ac- 
cordance with stan- 
dard test methods 
described in ASTM 
D1776-74, and valued 
ab. snot less than 
$7.90 per square 
WV ACC asulaiphate he (e615 0,60 sere: (Ferner fais Die.Cs - DP ps Cis 
(Temporary Tariff Item) 


53250-1 Tweed fabrics, compos- 
ed wholly of yarns of 
Vinein wool Or shai 
spun on the woollen 
system, not exceed- 
ing 35 inches in loom 
width, valued at not 
less than $8. per 
square yard, for use 
in the manufacture of 
men's and boys! 
SULTS = Vests, «sport 
coats. and blazers, 
dress slacks and 
fine tailored top- 


== 0e= 


GPT 
BP MFN Current Proposed 


53250-1 coats other than car 

(cont.) coats and duffle not 
COATS. cisls ole eo oo wis ocls Free Free Ecee appl. 
(Temporary Tariff Item) 


53255-1 Woven fabrics compos- 

ed of yarns contain- 

ing not less than 95 

p.ce by weight of 

virgin wool or hair; 

spun on the woollen 

system, valued at not 

less than $14 per 

square yard, for use 

in the manufacture 

of men's fine tai- 

lored topcoats other 

than car coats and not 
Gutta CaCOACS cen eictete al. Free Free Free appl. 
(Temporary Tariff Item) 


Claimants: 

1. Canadian Textiles Institute 
Satexil Inc. 

Counter-Claimant: 


1. Government of the Republic of Korea 


The Board noted that, while the Canadian market for woollen 
fabrics has grown rapidly, most of the growth has been concentrated in 
the light-weight range, (under 12 ozs. per sq. yd.), of which tariff item 
53205-1 basically covers fabrics of less than 12 ozs., but more than 9 
OozS.- Moreover, practically the whole Canadian market for light-weight 
woollen fabrics is supplied by imports. Canadian production is mainly of 
woollen fabrics exceeding 12 ozs. Apparently, Canadian producers cannot 
compete in light-weight woollen fabrics on price, quality, style, etc., 
With developed countries such as Great Britain and Italy. 
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GPT imports have, however, been small, and have not been signi- 
ficant in the decline of this industry, nor do they appear to be a likely 
threat to this small remaining segment of the Canadian woollen textile 
industry in the event of GPT extension. 


Accordingly, the Board recommends that the GPT be extended, as 
proposed, for tariff item 53205-1 with a rate of 16.5 p.c. and 16.7 cts. 
per pound, the total duty leviable not to exceed 60 cts. per pound. 


However, the Board notes that this recommendation is intended to 
apply only to the current coverage of this tariff item. After tariff 
item 53205-1 had been referred to the Board, some of the goods heretofore 
classified thereunder became dutiable under new temporary tariff items 
53245-1 and 53246-1, while some of the goods classified under item 
53210-1, which will be considered next, became dutiable under temporary 
tariff item 53247-1. At the same time, other goods were extracted from 
items 53205-1 and 53210-1, and also item 53215-1 which was not included 
in Reference 158, and placed under new temporary items 53250-1 and 
53295—). 


Temporary Tariff Items 53245-1, 53246-1 and 53247-1 


These three new temporary tariff items were brought into exist- 
ence by Order in Council P.C. 1980-3440, under the authority of section 
273 of the Customs Act, amending the Customs Duties Reduction Regula- 
tions. The goods covered by tariff item 53245-1 were drawn principally 
from tariff item 53215-1, but also from 53205-1. Goods which are cur- 
rently covered by tariff item 53246-1 were extracted in the main from 
tariff item 53205-1, while goods classified to the new tariff item 
53247-1 were taken from tariff item 53210-l. 


Under the provisions of the Customs Tariff setting up the GPT 
system, all six items would have been included under the GPT. However, 
when the GPT was brought into effect, an Order in Council was passed 
excluding tariff items 53205-1, 53210-1 and 53215-1 from the ambit of the 
GPT. The goods covered by the three new temporary tariff items have, 
therefore, never been under the GPT. This situation was perpetuated by 
Order in Council 1980-3441, which excluded the goods covered by these new 
tariff items from the benefits of the GPT. 


In Reference 158, the Board has been asked to advise on the pro- 
posed extension of the GPT to cover tariff items 53205-1 and 53210-1, but 
not 53215-1. This raises the question as to whether any of the new tem- 
porary items should be considered. After a study in which the current 
and proposed rates were compared for the parent tariff items other than 
tariff item 53215-1, the Board found that the ad valorem equivalent of 
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the maximum GPT in 1987, given the existing price levels, would equal or 
exceed the BP/MFN rates under the temporary items. In view of this, and 
the already substantial reductions afforded by the creation of the ten- 
porary tariff items, particularly with respect to MFN imports, the Board 
recommends that as long as the temporary tariff items exist, the goods 
covered by them should be excluded from the GPT. If the temporary tariff 
items should expire or be otherwise terminated, then the goods would 
revert to the parent tariff items.” They should them be” treated winder Cie 
GPT in the same manner as the goods which have remained covered by the 
parent items. 


Temporary Tariff Items 53250-1 and 53255-1 


These two new temporary tariff items, also brought into exist- 
ence by Order in Council PC 1980-3440, cover goods hitherto classified 
under” items” 53205-1537 53210=15 and™ 53215—15 As noted above, all three 
parent items have been excluded from the ambit of the GPT, by Order in 
Council, since it was brought into effect in 1974. Tariff item 53215-1 
was not included in Reference 158 but the Board is recommending that the 
other two parent items be brought into the GPT scheme. 


While the new items (53250-1 and 53255-1) have been allowed to 
fall under” the GPT, “1U 18° noted’ “that “GP. countries @e2ain ne} advantace 
thereby. Calculated in accordance with the formula, the GPT rate under 
both items 18 Free, but free entry is also extended to vall imports under 
the BP and MFN tariffs. Under =the eircumstances = the board” makes nse 
recommendations for these items, but suggests that if at some future date 
both items, or either” of them, should: lapse or be altered, ‘any “goods 
reverting to the parent items should be treated in the same manner, with 
respect to the GPT, as other goods’ falling under= these items. 


bariir ttem 552 10=1 


GPT 
BP MFN Current Proposed 


53210-1 Woven fabrics compos- 
ed wholly or in part 
of yarns of wool or 
hair and weighing 
not less than twelve 
ounces to the square 
VALS ev oe clviecs atlas em oft 18 
and; per pound” 1355 cts. PSeCts. - LOT feLse 


ay eee 


GPT 
BE MFN Current Proposed 
53210-1 The total duty levi- 
(eont,.) “able shall not bein 
excess of...per pound SDT CUS. - - Sys) eho 
Pihe@ta Ves. oicertly/ pono. 18 p.Ce 25 peCe - 16.5 peCe 
The total duty levi- 
able shall not be in 
excess of...per pound Soy (sleisis - - 55. cts. 


Claimants: 
1. Canadian Textiles Institute 


patvexily dnc. 


The Board took careful note of the fact that Canadian production 
of woollen fabrics is concentrated in the heavier weight fabrics covered 
Dy¥EneOUsetaritt, item. Injesharp ycontrasts to “the ‘situation with respect. to 
lighter woollen fabrics, mostly imported, the Canadian industry supplies 
most of the Canadian market for the heavier woollen fabrics, (over 12 
ozS. per sq. yd.), covered by this tariff item. Total imports are, more- 
over, not very large. GPT imports at 4 per cent of total imports, and at 
a fraction of the domestic market, are small. 


The Board concludes, therefore, that GPT-country imports are 
relatively insignificant at present, and that there is no evidence of an 
actual threat of an adverse impact on Canadian production from such im- 
ports resulting from the proposed GPT extension. In the event that GPT 
imports were to rise and were deemed to be injurious, Canadian manufac- 
turers can then avail themselves of the opportunity to petition the Board 
for safeguard action. 


Therefore, the Board recommends that the GPT be extended to 
tariff item 53210-1 with a rate of 16.5 p.c. plus 16.7 cents per pound, 
with the total duty leviable not to exceed 55 cents per pound, as propos- 
ed. 


The Board's recommendation for tariff item 53210-l1 is intended 
to apply only to the current coverage of the item. If the extracted 
goods covered by the new temporary tariff items 53247-1, 53250-1 and 
53255-1 should at some future date revert to this parent tariff item, the 
Board proposes that they should then be treated under the GPT in the same 
manner as the goods which have remained covered by tariff item 53210-1. 
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Tariff Items 56005-1 and 


56010-1 
GPT 
BP MFN Current Proposed 
56005-1 Man-made fibres not 
exceeding twelve in- 
ches Iba LGN UNGic cies e's 5 PeCe 10 p.C. = 5 p.eC.e 
Ef Fectivescocesel /U/O1 5 p.G. 8.5 0. C. - 5 p.G. 
56010-1 Sliver, wholly or in 
part of man-made 
LUDMOSis setecc chetersceretoretee 5 PpeCe 10 peC. a 5 peCe 
BEfectivewses. s+ 0l/1/37 RepDeCe 8. Spe Ce - 5 pace 


Claimants: 
1. Canadian Textiles Institute 
Dominion Textile Limited/Limitée, for 56005-1 
2. Corporation House (on behalf of the Canadian Textiles Institute) 
Counter-Claimant: 


1. Government of the Republic of Korea 


Imports under these two tariff items have risen, especially 
those under item 56005-1, which is also, by far, the larger import item 
of the two. However, GPT imports are in both instances still small in 
absolute and relative terms, accounting for less than 2 per cent of total 
imports under this item, and for an even smaller proportion of the domes- 
tic market for staple fibre and sliver. Moreover, the level of GPT-coun- 
try imports has remained stable for tariff item 56005-l1, and has declined 
for item 56010-1. 


The Board is of the opinion that extension of the GPT to these 
two items is unlikely to have an adverse impact on Canadian production, 
and, therefore, recommends a GPT rate of 5 p.c. for both tariff items. 
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Tariff Item 56105-1 


GPT 
BP MFN Current Proposed 
56105-1 Yarns and-~ rovings, 
wholly of man-made 
fibres or filaments, 
not more advanced 
than Singles, not 
coloured, with not 
more than seven turns 
COMENG INCH 4 6.es erpersie LOap ocr dO PD ac. - 6:.56D.C 
and, per pound - TO ets. - 6.07 GUS. 
The total duty levi- 
able shall not be in 
EXCESS! Ola sew eisie ne « = - - Tas p.0. 
BEPCCEIVE sculele ol /L/O7 10 pec. LOM oD es - 6.5 pec 
and, per pound Spots. Sects. - 3.3 cts. 


Claimants: 

1. Canadian Textiles Institute 
DuPont Canada Inc. 

Counter-Claimant: 


1. Government of the Republic of Korea 


The Board noted, with respect to filament yarn, the major import 
product under this tariff item, that the domestic industry does not claim 
any adverse impact from GPT imports, although total imports from all 
countries are relatively large. 


With respect to spun yarn, the other product under this tariff 
item, the domestic industry is not only dominant in the domestic market, 
but also exports substantial quantities. Total imports under this item, 
moreover, represent a low level of import penetration of the domestic 
market. 


GPT-country imports, mostly acrylic yarn, are small, although 
they have been rising of late. Available evidence led the Board to con- 
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clude that imports from GPT countries are not affecting Canadian produc- 
ers adversely at present, and are unlikely to do so in the future as a 
result of the proposed extension of the GPT to this tariff item. 


Therefore, the Board recommends that GPT extension as proposed 
for item 56105-1 be implemented with a rate of 6.5 p.c. plus 6.67 cents 
per pound, the total duty leviable not to exceed 18 p.c. 


The Board originally considered restricting the GPT benefits for 
acrylic yarn with a tariff rate quota, but has abandoned this recommenda- 
tion because this product is no longer produced in Canada. In the event 


that domestic production of acrylic yarn recommences, a tariff rate quota 
with respect to GPT imports might be reconsidered. 


Tariff Item 56110-1 


GPT 
BE MFN Current Proposed 
56110-1 Yarns and rovings, 
wholly or in part of 
man-made fibres or 
filaments, including 
threads, cords or 
twines, not contain- 
ine WOOL of Nair... 2c ee pees LOMD scr - Oa Dec 
and, per pound ~ 10 ects. - 620 (Ces. 
The total duty levi- 
able shall not be in 
GXCESS Of.s ec.s vec see - - - 20 e Ow. 
BEPective. ces ss ly ly oy LOM pec. 1O=pre. - OS a TAO 
and, per pound Sects. Sects. - So eels. 


Claimants: 

1. Canadian Textiles Institute 
Dominion Textile Limited/Limitée 
Wabasso Inc. 

Counter-Claimant: 


1. Government of the Republic of Korea 
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The Board noted that imports of various yarns under this tariff 
item had increased rapidly to very large volumes over the past decade. 


GPT imports, while relatively small, had also grown rapidly dur- 
ing the above period, particularly from the Republic of Korea. Moreover, 
there is evidence of an emerging or potential adverse impact from GPT 
imports particularly for polyester/cotton blended yarns, and acrylic 
yarns. 


However, the Canadian industry producing such yarns is also very 
large, and, as a whole, is estimated to have retained the dominant share 
of the Canadian market. With the aforementioned exceptions, GPT imports 
still represent mainly a potential, rather than an actual, threat of 
adverse impact. 


Accordingly, the Board recommends that the GPT be extended to 
tariff item 56110-1 at 6.5 p.c. plus 6.67 cents per pound as proposed; 
the total duty leviable not to exceed 20.2 p.c. Furthermore, the Board 
recommends that this more favourable access for GPT imports be restricted 
for polyester/cotton blended yarns to 0.8 million pounds annually, the 
average volume imported in 1977, 1978 and 1979. 


The Board further notes that, after tariff item 56110-1 was 
included in Reference 158, certain yarns wholly of polyester filament, 
when imported for specified end-users, have become dutiable under new 
temporary tariff items 56111-1, 56112-1 and 56113-1. Under the provi- 
Sions of section 3.1 of the Customs Act, these new items fell within the 
ambit of the GPT as no action was taken under section 3.2(2) to withdraw 
them therefrom. The GPT rates under these tariff items are lower than 
those proposed for item 56110-1. 


As with tariff item 56105-1, the Board considered a tariff rate 
quota for acrylic yarn for item 56110-1 as well. Again, this notion was 
dropped in view of the cessation of domestic production of this good. 


Tariff Item 56210-1 


GPT 
BP MFN Current Proposed 


56210-1 Woven fabrics with 
cut pile, wholly or 
in part of man-made 
fibres or filaments 
Or Of “glass fibres 
or filaments, not 
containing wool or 
Da riacccteleteletsisetereieieiscr POND. C. 25. DeCe - LO 51 Dis Ge 


ee one 


Claimants: 
Lo) Canadian’ Textiles Institute 

Dominion Textile Limited/Limitée 

J.L.de Ball Canada Ltée/Ltd. 
Counter-Claimant: 
1. Government of the Republic of Korea 

Total import of goods under this tariff item, mostly pile 

fabrics of man-made fibres, have risen sharply since 1970, and have 
affected the position of Canadian producers in the domestic market. JHow- 
ever, because GPT-country imports have been negligible or non-existent 
during this period, the Board concludes that an emergence of an adverse 
impact from such imports resulting from providing preferential access 


under the GPT schedule as proposed is not apparent. 


The Board, accordingly, recommends extension of the GPT for 
tariff item 56210-1, as proposed, at a rate of 16.5 p.c. 


Tariff Item 56230-1 


GPT. 
BP MFN Current Proposed 
56230-1 Woven cord tire 
fabric, ewholly “or win 
chief part, by 
weight, of man-made 
fibres or filaments, 
not. to ‘contain ‘silk 
or wool, for use in 
the manufacture of 
pneumatic tires, 
Ns OnDeceeterels so es s-ctteres (cou Dine eels sD ec. - eo) DsGe 
Claimants: 


1. Canadian Textiles Institute 


Dominion Textile Limited/Limitée 


eu 


Counter-Claimant: 


1. Government of the Republic of Korea 


The Canadian market for woven cord tire fabrics shows a moderate 
upward trend since 1975, although it was severely depressed in 1980 re- 
flecting, among other things, the decline in motor vehicle production. 
Imports have increased their penetration of the domestic market to over 
25 per cent in 1979, though this level receded substantially in 1980. 
Most of the imports of woven cord tire fabrics come from the United 
States. Imports from GPT countries under tariff item 56230-1 are small 
ange tnsigniticants 


The Board concludes that any adverse impact on domestic produc- 
tion from imports from GPT countries resulting from the proposed exten- 
Sion of the GPT system to this tariff item is unlikely, and recommends, 
therefore, that the Minister proceed with his proposal to include tariff 
item 56230-1 under the GPT schedule at a rate of 7.5 p.c. 


Tariff Items 56610-1 and 


56611-1 
GPT 
Be MFN Current Proposed 
Lace and netting, other than 
woven, bobbinet, embroi- 
deries, n.0.p.: 
56610-1 Wholly of vegetable 
PUDRES occ sists theta oe: ee. TORD.C se tee Ds De Ce - ish aerate 
RELCCELVE sce OL 10 p.eC. 10 peC. = 6.5 peCe 
56611-1 Wholly or in part of 
other textile fibres 
OPE ULaAMen Usales + sicisisiel (oO Dis « 20°. Ci’. - se gees 


Claimants: 
1. Canadian Textiles Institute 
Consoltex Canada Inc., for 56611-1 


Nalpac 
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2. Deluxe Embroidery Co. Corporation 
Counter-Claimant: 


1. Government of the Republic of Korea 


The lace and netting industry has experienced a high level of 
overall import penetration, reaching at times nearly one-half of the 
domestic market. However, since 1974, the industry appears to have been 
able to regain some of the lost ground, even though the domestic market 
has grown at a slow pace. During that period, domestic production ex- 
panded at the expense of MFN as well as GPT imports. 


Therefore, for tariff item 56610-1, where GPT imports are both 
relatively and absolutely small, and where the proposed reduction in the 
rate of duty from 12.5 p.c. to 8 p.c. would be relatively small as com- 
pared with the reduction proposed for item 56611-1, the Board recommends 
that the GPT be extended as proposed. 


However, the Board is of the opinion that a reduction from 20 
p.c. to 13 p.c., proposed for tariff item 56611-1, which also is the main 
import item of the two under consideration here, could be expected to 
affect domestic producers adversely in the light of past capacity of GPT 
countries to penetrate the Canadian market. 


Therefore, the Board recommends that for tariff item 56611-1 the 
proposed GPT extension not be implemented. 


Group II: Food Products 


Tariff Items 2300-1 and 


14100-1 
GPT 
BP MFN Current Proposed 

2300-1 Preparations of cocoa 

er chocolate, n.o.p., 

and confectionery 

coated with or con- 

taining chocolate.... MO pee. tao acre LOD C'. Free 


ELfective.s «cu secl/ 1/01 LOD sce oie. 5 eps. HOD sce Free 


ee ee 


GPT 
‘BP MFN Current Proposed 
14100-1 Sugar candy and con- 
fectionery, Deca De 
including sweetened 
gums, candied  pop- 


corn, ‘candied “nuts, 
flavouring powders, 


custard powders, 
jelly powders, sweet- 
meats, sweetened 


breads, cakes, pies, 
puddings and all 
other confections 
CONUAIEUNe SUPAPS = seal L205" D.CanutlLose Dec. 12552p.c% Free 
PireCtaves ss ec ely Ly Olu Loe Det. T5epece stews pee. Free 
Claimants: 
1. Allan Candy Company Limited, The 
2. Cadbury Schweppes Powell Ine., for 2300-1 
3. Confectionery Manufacturers Association of Canada 
4, Ganong Bros., Limited 
5. Hershey Chocolate of Canada 
6. Kerr Bros. Limited, for 14100-1 
7. Kraft Limited, for 14100-1 
8. Laura Secord 
9. Lowney Inc. 
10. Rowntree Mackintosh Canada Ltd./Ltée., for 2300-1 
11. Trebor Canada Inec., for 14100-1 
12. Warner-Lambert Canada Limited, for 14100-1 
13. William Neilson Ltd./Ltée., for 2300-1 


14. Wrigley Canada Inc., for 14100-1 


SFiS 


Counter-Claimant: 


1. Government of the Republic of Korea, for 14100-1 


The Canadian confectionery market has, in volume, expanded very 
little over the past decade. The major factor here has been consumer 
resistance to higher prices, substantiated by a decline in per capita 
consumption. A modest decrease in exports and a sharp rise in imports 
have brought about a drop in the volume of output of the Canadian confec- 
tionery industry. Imports now supply some 20 per cent of the domestic 
market. 


Imports of confectionery from GPT countries under tariff items 
2300-1 and 14100-1 have risen more rapidly than non-GPT imports. The 
proportion of total imports under these two items originating in GPT 
countries has, consequently, increased, though the GPT-country share is 
Stille tess than’ 5 per scent, 


The Board concludes that a reduction in GPT rates of duty of 10 
and 12.5 percentage points respectively to Free would likely have an 
adverse impact on Canadian production. However, in view of the still 
very small share of the domestic market supplied by confectionery imports 
from GPT countries, the Board sis reluctant (tom retain wm cnem present 7G7 Tt 
rate. Therefore, the Board recommends a reduction in the GPT rate for 
tariff item 2300-1 to S p.ec., andia’ reduction in the GPP rate for .tariif£ 
item 14100-1 to 7.5 p.c., instead of to Free as proposed by the Minister. 


Group II: Metals/Metal Products 


Tariff Items 34815-1 and 
34900-1 


34815-1 Brass scrap and brass 
in blocks, ingots or 
pigs; copper in bars 
Or) rods, note Viess 
than six  feeto ain 
length, unmanufactur- 
ed, n.0s¢Ds, —COppern in 
Scrubs, sheets or 
plates, not polished, 
planished or coated; 
brass or copper. tub- 
ing, in lengths not 
less than six feet, 


wiage 


GPT 
BP MFN Current Proposed 


34815-1 and not polished, 
(cont.) bent or otherwise 
MAnUraActuredias asters « Om Die Os Lev oror 3 DeSe Free 


BELeccives cee cecel/L/OL LEDs Ce LID eCs . e2o5esp sO. Free 


34900-1 Brass in  bars-~ and 
rPOdS elie sCOlla Or 
otherwise, not less 
than six feet in 
length, and brass in 
Strips; sheets or 
plates, not polish- 
eq, planished or 
COALCU ieee cc ues nccac WO D.C. WEGRD oGic Sip cis Free 


BELeCUIVG.s «sc siscl l/l Hopes espera (265. Des Free 
Claimants: 
1. Cambridge Brass 
2. Noranda Metal Industries Limited 


3. Stanley Works Limited, The, for 34815-1 


Evidence before the Board shows that total Canadian imports 
under these two tariff items, mostly copper and brass plate, sheet and 
strip, and pipe and tubing, have been substantial and rising. However, 
imports of these goods from GPT countries under tariff item 34900-1 have 
been small and irregular, while those under item 34815-1 have declined 
relative to total imports under this item, and appear to have been prac- 
tically non-existent in 1980. In the opinion of the Board there is, 
therefore, no evidence of an injurious impact from GPT imports at pre- 
sent, nor is it likely, in view of the low level of protection offered by 
the present GPT rate, that there will be an adverse impact resulting from 
the proposed reduction. 


Consequently, the Board recommends that the GPT rates for both 
tariff items 34815-1 and 34900-1 be reduced to Free, as proposed by the 
Minister. 


Eee 


Tariff Item 34905-1 


GPT 
BP MFN Current Proposed 


34905-1 Alloys of copper, 
N.O.D., COntaining 50 
per cent or more by 
weight of copper, na- 
mely: sheets. plates, 
Strips. ~ bars, ) wods 
and <bUDES 5476 viens ¢ oie « Ls “Disi@ie We aD. BP pecs Free 


Bi feetive.s + acc // ou WeDeCe Ny DisChns 225 (pees Free 
Claimants: 
1. Non-Ferrous Founders! Society 


2. Noranda Metal Industries Limited 


Canada has traditionally been a major exporter of basic copper 
alloy products such as those covered by tariff item 34905-1. Since 1974, 
imports have, however, risen rapidly, and now are nearly equal to export 
sales, evidence of growing import competition. However, GPT imports are 
small and insignificant as a proportion of the Canadian market. It would 
appear that the extension of GPT benefits to these products in 1974 has 
had little effect on Canadian producers. 


For these reasons, the Board concludes that a reduction in the 
GPT rate to Free would be unlikely to have an adverse impact on Canadian 
production, and, therefore, recommends that the Minister proceed with his 
proposal for tariff item 34905-1 to reduce the GPT rate to Free. 


Tariff Item 35200-1 


GPT 
BE. MFN Current Proposed 


35200-1 Brass and copper 
nails, tacks, rivets 
and burrs or _ wash- 
ers;. bells and: gongs. 
n.O.pe; and manufac- 
tures of brass> or 
COPPEP  ) WeOs Dale cee sey) le COs (eles LOeD.C. Free 


a ee 


CPi 
i)g MFN Current Proposed 
Bereouive. nese?) L/O (else mDeGe lee DeGe 6.65 PoC Free 


Claimants: 

ieeenecmes tron Division of Firescereens International Limited 

2. Algood Casters Limited 

3. Amerock Limited 

4. Androck Inc. 

5. Cambridge Brass 

6. Canada Metal Company Limited, The 

7. Canadian Hardware and Housewares Manufacturers Association 
8. Canadian Water Quality Association 

Veace lo Products inc. 

LoS Coronet. Housewares. Inc. 

ie Dantross Mie. Co. Ltd. 

12. Emco Limited 

13. Heating, Refrigerating and Air Conditioning Institute of Canada 
14. Leigh Metal Products Ltd. 

15. Lofthouse Brass Manufacturing Ltd: 

16. Machinery and Equipment Manufacturers! Association of Canada 
17. Mallory Hardware Products Limited 

18. Non-Ferrous Founders' Society 

19. Shepherd Products Ltd. 

20. Stanley Works Limited, The 


21. Streamline Copper & Brass Ltd. 


Sin 


Claimants (cont.) 

22. Unican Security Systems Ltd. 

23. Waltec Forgings Limited 

24. Western Plumbing & Industrial Supplies Limited 


25. Wolverine Brass Company Limited 


Imports of manufactures of copper and brass have almost quad- 
rupled during the 1970's, reaching nearly $121 million in 1980. Imports 
of these goods from GPT suppliers, at some $7 million in 1980, still ac- 
count for a relatively small portion of total imports. However, this 
proportion has persistently increased. According to the Board's investi- 
gation, for most of the goods covered by this tariff item, GPT imports 
were non-existent or negligible, and therefore of no concern. GPT 
imports accounting for as high as 50 per cent of total imports of such 
goods under tariff item 35200-1, are concentrated in a small number of 
manufactures of brass and copper. Many of the claimants were concerned 
precisely with these products, and the Board concludes that their appre- 
hension of an adverse impact resulting from the proposed reduction in the 
current GPT rate was real, particularly taking into consideration the 
extent of the reduction from 10 p.c. to Free. 


The Board examined the possibility of establishing a separate 
tariff item to accommodate these manufactures of brass and copper, such 
as "builders' hardware n.e.s.", which, apparently, would be sensitive to 
the proposed reduction, in order to permit easier access for GPT suppli- 
ers for all those goods under tariff item 35200-1 where there appears to 
be no real threat of an adverse impact, but concluded that this was im- 
practical. 


The Board, therefore, recommends that there be no reduction in 
the current GPT rate for tariff item 35200-1l. 


Tariff Item 35215-1 


GPT 
BP MEN Current Proposed 
35215-1 Screws of brass, cop- 
per or other metal, 
Mer rscnococcoiononan tla rey US all eee LORD aC. Free 


Effective. csseul/l/Ol, 10sec DCm OWemD COs BOL. Free 


ait eS 


Claimant: 


l. Stanley Works Limited, The 


The Board has come to the conclusion, on the basis of evidence 
before it, that GPT imports under this particular tariff item are cur- 
rently low in absolute as well as in relative terms. However, with the 
installation of new modern machinery in developing countries, together 
with low labour costs in those countries, there exists a real threat of 
adverse impact from GPT imports. Moreover, the Board also notes that the 
Minister's proposal would mean a reduction from the current 10 p.c. to 
Free, a drop of significant magnitude. 


Therefore, the Board recommends that the Minister's proposal of 
a reduction to Free not be implemented, and that, instead, the GPT rate 
for item 35215-1 be reduced to 6.5 p.c., the formula rate based on the 
MFN rate applicable in 1987. 


Tariff Item 35405-1 


GE 
BP MFN Current Proposed 
35405-1 Kitchen or household 
hollow-ware of alu- 
MUU 116 Ove cv, 0,016,¢ 016 LSS pac. PSD eC. LOUp.C. Free 
MEreGuiVess. ssee LALO LUseeDeCa LOse DeCa O25 UD sO. Free 


Claimants: 
1. Canadian Hardware and Housewares Manufacturers Association 
2. Coronet Housewares Inc. 
3. Soren Manufacturing Co. Limited 
4. Supreme Aluminum Industries Limited 
5. West Bend of Canada, Division of Dart 
Industries Canada Limited 
Counter-Claimant: 


1. Government of the Republic of Korea 


Rs #2 


Evidence available to the Board indicates that, since 1974, 
Canadian producers of aluminum hollow-ware have increased their share of 
the domestic market. However, imports are still a major factor for the 
Canadian industry, supplying over a quarter of domestic demand. 


GPT imports under tariff item 35405-1 are small, less than 7 per 
cent, compared to total imports under this item, and relative to total 
Canadian production, under 3 per cent. These imports have, however, 
grown very rapidly, trebling from 1971 to 1975 and nearly doubling during 
the ensuing four years. Hong Kong and the Republic of Korea are the main 
GPT suppliers. 


The Board concludes that this high rate of growth in GPT im- 
ports, after the introduction of the GPT in 1974 at the formula rate of 
one-third off the MFN rate, indicates that there is a strong possibility 
that the further reduction from 10 p.c. to Free would have an adverse 
impact on Canadian producers. 


The Board, therefore, recommends that there not be a reduction 
in the GPT rate for tariff item 35405-1. 


Tariff Items 37900-l&2, 
37905-1&2 and 37910-1é&2 


GPT. 
BP MFN Current Proposed 


Bars= Or) rods GO. iron. or 
steel, hot-rolled, plain or 
deformed, namely: rounds, 
half-rounds, ovals, half- 
ovals, squares, round- 
cornered squares, hexa- 
gons, octagons or other 
multisided bars or rods; 
flats, 13/64 inch or more 
in thickness and eight 
inches or less in width: 


37900-1 PLU OY eres cade ate e ele eisreterers 5 peCe 10 PpeCe 5 PpeCe Free 
37900-2 OEM Giere teks avelets sere suetere cre 5 peCe 10 PpeCe 5 PpeCe Free 


Effective. ...e.ely Lor Dipec. 6.0 0peCen eteoe D.C. Free 


=plig = 


GPT 
BP MFN Current Proposed 


bars nor rods) 40r  —aron, -or 

steel, as described in 
tariff items 37900-1 and 
37900-2, cold-rolled and 
cold-drawn: 


37905-1 ASIEI.O Wiabere! ei. elet ete eleveiers eters 5 PpeCe 2235 DeCe 5 PpeCe Free 
37905=2 OEHOP o% ce < oS eee selelels exe 5 p.Ce 265 PpeCe 5 peCe Free 


BErective cunt y/o". Bu pace oP aeleney sy stnee Free 


Bars» core rods sof) iiron™ or 
Sccely ease described’ pin 
tariff items 37900-1 and 
37900-2, further processed 
than hot- or cold-rolled or 
cold-drawn, or otherwise 
processed: 


BO SN A LOY tieterstare ss 010 <0 clears « Se jooea Ia wonen SD. Ce Free 
B37F1LO0=2 OCNEr sn cesccccccwvcccecs 5 pee Vee sDal's 5 Ds Finee 

BEPeceivy Ges « ejects Uy LOT Sa pe Cr SoD. ay er se Free 
Claimant: 


1. Atlas Steels 


It is apparent from available data that Canadian producers of 
bars and rods of iron and steel, other than of specialty steels, have 
attained a strong competitive position. Since 1974, they have realized a 
substantial increase in export sales and have raised their share of the 
domestic market as well. GPT imports of these products have, moreover, 
been small. Producers also did not claim that the proposed reduction in 
GPT rates for the tariff items being considered here would affect them 
adversely. 


The situation is quite different for stainless and other spe- 
cialty steel bars and rods, which enter Canada under items 37900-1, 


=e50e— 


37905-1 and 37910-1, "Alloy". Imports are supplying an increasing share 
of the Canadian market. Moreover, GPT imports, especially from Brazil, 
have risen sharply and are starting to have an adverse impact on Canadian 
production. 


The Board, therefore, concludes that the proposed reduction in 
the present GPT rate for alloy bars and rods would have an adverse impact 
on domestic production of these goods. 


It is the Board's recommendation, therefore, that for tariff 
items 37900-1, 37905-1 and 37910-1, there be no reduction in the GPT rate 
and that the current rate of 5 p.c. be maintained. 


However, the Board is of the opinion that, as far as imports of 
bars and rods other than alloy are concerned, the proposed reduction in 
GPT rates is not likely to exert an adverse impact upon Canadian produc- 
ers. 


Therefore, the Board recommends, that the GPT rate for tariff 
items 37900-2, 37905-2 and 37910-2 be reduced to Free, as proposed. 


Tariff Item 39000-1 


GPL 
BP MFN Current Proposed 
39000-1 Castings, of iron or 
steel, in the rough, 
N sOWDse eielesiemieevas ce 15. 08D. Ce low om Duce Ow Di. Os Free 
Effective sweeten Cle» O32. Cs OMe (Det a) yore Free 


Claimants: 

1. Canadian Foundry Association 

2. Cast Iron Soil Pipe Division of the Canadian Foundry Association 
Bibby Foundry Limited 
Titan/Associated Foundry Limited 

8.) Pitvings (1000) sine. 


4. International Malleable Iron Co. Limited 


-a514— 


Counter-Claimant: 


1. Peelle Company, Limited, The 


Total imports of rough castings of iron and steel entering under 
tariff item 39000-1 have risen rapidly since 1974 to $39 million in 1980, 
increasing their share of the domestic market. GPT imports under this 
item, at less than 4 per cent, still small by comparison with total im- 
ports, have recently grown rapidly as well. 


Moste ofeethe™ GPT 9importrs Vunder “this item “are coming: from 
Portugal. Moreover, it seems that imports under item 39000-1 do not 
reveal the full extent of GPT imports of rough castings of iron and 
steel. Substantial quantities of these goods, from India, are entering 
under tariff item 44603-1 "Manufactures, articles or wares of iron and 
Suseie neO«pats) (iiseitem, witha GPT) pate of LO p.c., is not: covered) by 
this Reference, however. Should the GPT rate for item 39000-1 be reduced 
to Free, these GPT imports would probably enter under this item rather 
than under item 44603-1 to which the proposed extension would not apply. 


In conclusion, there is sufficient evidence that a further re- 
duction in the GPT rate, as proposed, would have an adverse impact on Ca- 
nadian producers, and, therefore, the Board recommends that the Minister 
not implement his proposal to reduce the GPT rate for tariff item 39000-1 
to Free. 


Tariff Item 39600-1 


GPT 
BP MFN Current Proposed 
39600-1 Pipes or tubes of cast 
iron, whether or not 
coated or dined... «. Mola. Cem Les UDC. bisa D~sC. Free 
BrPeclives ce dents l/OPe WeOmDece Sipe: Sy neers Free 


Claimants: 

1. Cast Iron Soil Pipe Division of the Canadian Foundry Association 
Bibby Foundry Limited 
Titan/Associated Foundry Limited 


Powe kibtangs (1950)° Ine. 


ShOL= 


The Board took note of the claimants' position regarding lack of 
growth of the domestic market, and the resulting excess capacity for cast 
iron pipes. However, the Board concludes that the slackening in domestic 
demand is not due to imports but to decreased construction activity and 
to competition from pipes made of substitute materials. Moreover, the 
domestic industry has succeeded in maintaining large markets abroad. 


Although the domestic market has been stagnant in recent years, 
imports have continued to increase. Overall, though, import penetration 
is still low. Moreover, the increase in imports has been attributable 
almost fully to shipments from non-GPT countries. Imports from GPT coun- 
tries, in contrast, have been highly sporadic in recent years and small 
in volume and value in absolute terms, as well as by comparison with 
total imports and the domestic market. 


The Board, therefore, concludes that no adverse impact is to be 
expected from GPT imports should the proposed extension be implemented, 
and recommends that for tariff item 39600-1 the GPT rate be reduced to 
Free. 


Tariff Items 40101-1&2, 
40102-1&2 and 40103-1&2 


BP MEN Tee oS posed 
Wire of iron or § steel, 
Single: 
Round, n.O.p.e: 
HOU O Pa VSIA 116 cca ovare. shone io tstore tere ste e Ze DeGe Te DeCe tesa peCas Free 
Effectivesweccsuel/l/Ou 265) D.C. G5 (DieC see om ks Free 
HOLGl=2) OCH? si vieescts es afatecete care: 2.5 Dae Ted PeCee 20) Pv Ge Free 
EPPectivess«cesel/1/07 © 2250 DaCe Bo Dee ace ps Cn Free 
Other than round, n.o.p.: 
NOLO 21) RUC Visio ciecereis 7a e108 otaterere's 5a DCe LO pac. Sia Cie Free 


Effective. ..s...t/lL/op 5 Det. Tie) see BD oC. Free 


500 


BP MEN SREP SES 
HOMO 2 = 25 OCH Iss. 6 ee etate e oeceve. cle -ecs Sy Pr peas DOM Drs Gre De aie Free 
BLIOCEIVG. ssn scl /1/O1 De Die Cis Gis aie Cont + oie Cs Free 
Coated or covered with any 
Material, nN.O.p.s 
MOUS = 1 ALLOY 6 cies 6.0 elavsie’s ee «9 6 yt jerle\s Oa De Cs Sepa Gs Free 
MOELeCh Ve. ese. l/L/ oT DDec. Fiala I serge r Free 
HOMO =e LMC iets slese o'ele o 6's 00d Sie 5 Dats MG ty sewer 5 D.C. Free 
Btrcclivesc«<esesl/l7ot 5 p.d. DeGe Dee. 4 25> Dees Free 


Claimants: 

1. Amax Specialty Metals (Canada) Limited 
2. Androck Ine., for 40101-1 and 40103-1 
3. Atlas Steels, for 40101-1, and 40102-1 
W. Central Wire Industries Ltd. 

5. Greening Donald Co. Ltd. 


6. Noma Industries Limited, for 40103-1 


Of the single strand wire covered by these items, the Minister's 
proposal was of concern only to manufacturers of alloy wire, primarily 
stainless steel wire. Claiming companies maintained that lower GPT rates 
would affect Canadian producers adversely. This claim was based on pro- 
ducers' experience with GPT imports of wire rope. However, in view of 
virtually no GPT imports of stainless steel wire since 1974, the Board 
concludes that there is currently no real basis for the fears expressed 
by the claimants. 


Th contrast, sno sobjections to che “proposed reduction in GPT 
rates of duty were raised with respect to carbon steel wire covered by 
tariff items 40101-2, 40102-2 and 40103-2. GPT imports under these three 


ore ae 


items, moreover, were small and insignificant in relation to domestic 
production. 


The Board, therefore, recommends that for tariff items 40101-1& 
2, 40102-1%2 and 40103-1&2 the proposed GPT rates of Free be implemented. 


The Board notes, however, that in the event that the reduction 
to Free should result in an increase of GPT imports deemed to be injuri- 
ous, under Reference 158, Canadian manufacturers can petition the Board 
for safeguard action. 


Tariff Item 43000-1 


GPT 
BP MFN Current Proposed 


43000-1 Nuts and bolts with 
or without threads, 
washers, rivets, of 
iron or steel, coat- 
Sdp Ort EnOu sr. Oia; 
nut and bolt blanks, 
of iron and steel.... (2DaDeC ell. OeDs ce Ohl ea ec. Free 


Claimants: 
i. sAndrock Inc. 
2. Canadian Fasteners Institute 
3. Resource Industries Branch, Department of Industry, Trade & Commerce 
4, Stanley Works Limited, The 
Counter-Claimant: 
1. Government of the Republic of Korea 

The Board found that total imports have advanced sharply in re- 
cent years and currently account for about one-half of the domestic mar- 
ket. Moreover, shipments from GPT countries have risen nearly fivefold 
in value terms between 1975 and 1979, penetrating extensively specific 


segments of the domestic market. There is, in addition, ample evidence 
to indicate that existing capacity in most GPT countries supplying Canada 
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would permit further expansion of shipments. The Board, thus, concludes 
that, as claimed, such imports have already exerted an adverse impact 
upon Canadian producers, and tangible evidence exists of a likely inten- 
sification of such an impact should the GPT be extended as proposed. 


The Board, therefore, recommends that the present GPT duty rate 
for tariff item 43000-1 remain unchanged. 


Tariff Item 43030-1 


GPT 
BP: MFN Current Proposed 
43030-1 Railway spikes, of 
iron or steel, coated 
OPMNOUsurs sce siete enter e Loe) PeGe LSaif Ds Cs L0ep. Cc. Pree 
BErectives. «oncel/l/GimlOcerD.Cew LOsenn.c.. 8665) Dec. Free 


Claimant: 


1. Canadian Fasteners Institute 


Two Canadian producers of railway spikes supply almost the en- 
tire domestic market for this product, and also export a part of their 
output. Total imports have been very small, and GPT imports have been 
nil in most of the years of the past decade. 


In addition, the Board notes that railway spikes could become 
obsolete over the next 10 years or so, due to the increasing use of con- 
crete railway ties which require a different type of fastener. 


The Board concludes, therefore, that it is unlikely that produc- 
ers will experience an adverse impact from GPT imports of railway spikes 
as a result of the proposed reduction in the GPT rate of duty. 


The Board, therefore, recommends that the GPT rate for tariff 
item 43030-1 be reduced to Free, as proposed. 


Tariff Items 43110-1 and 


43120-1 


43110-1 Hoes, pronged forks, 


rakes, handssaccsases 


Hitectives.ssseccl/ lyor 


43120-1 Non-powered, hand- 


operated tools, im- 
plements or devices, 
namely: adzes, an- 
vils, §Vvises,, -cleay— 
ers, hatchets, ‘saws, 
augers, aPabiss 
screwdrivers, planes, 
spokeshaves, chisels, 
mallets, metal wedg- 
es, wrenches, sledg- 
es, hammers, crow- 
bars, cant-dogs, 
track tools, picks, 
mattocks, and eyes 
ore polls for the 
SAMs suetone! sletels-etelele «1 wseie 


ELPecteL ve. veiw Or 


See Gu 


GPE 
BP MFN Current Proposed 
lig edemiorieras wile more. 9 p.c. Free 
O.2 Dee G2 Pp. 6a pec. Free 
LO pis Ce D.C LOE Deer Free 
LO p.Ge Le peCalieDDeGs Free 


Canadian Hardware and Housewares Manufacturers Association 


Gray Tool Company of Canada Ltd., The, for 43120-1 


Simonds Cutting Tools Division, Wallace Murray Canada Inc., 43120-1 


Claimants: 

cs 

2. Elgin Handles Limited, for 43120-1 

3. Garant Inc. 

4, 

5. Sandvik Canada Corp., for 43120-1 

6. 

7. Stanley Works Limited, The, for 43120-1 


a ee 


Claimants (cont. ) 
8. True Temper Canada Limited 
Counter-Claimant: 


1. Government of the Republic of Korea, for 43120-1 


Analysis of confidential data supplied by Garant Inc., and True 
Temper Canada Limited, indicates that as much as 25 per cent of the Cana- 
dian market for hoes, forks and rakes is supplied by imports. This level 
of import penetration has changed little since 1975, as neither the value 
of domestic production nor the value of imports has increased greatly 
during this period. 


Total imports under tariff item 43110-1 averaged just over $1 
million per annum over the 1978-79 period. GPT imports, practically ab- 
sent prior to 1974, the year in which the GPT was introduced, peaked in 
1978 at $96,000. This was equivalent to 7.5 per cent of total imports 
under item 43110-1 in that year, and to about 2 per cent of the Canadian 
market. GPT imports declined to $39,000 in 1979 and to one thousand 
dollars in 1980. The Republic of Korea was the major supplier. 


The Board concludes that GPT imports have not affected Canadian 
production adversely to date, and that there is no real evidence for this 
to occur as a result of the proposed reduction in the current GPT rate to 
Brees) Ihe Board notes’ that; in the event GPT imports “rise to such a 
level as to threaten or cause injury, Canadian producers can petition the 
Board for withdrawal of the GPT. 


Therefore, the Board recommends that the GPT rate for tariff 
item 43110-1 be reduced to Free as proposed by the Minister. 


The Canadian market for hand tools has more than tripled during 
tneseL97O*s. Imports increased somewhat more rapidly and thus raised 
their share of the domestic market to about 35 per cent. Canadian manu- 
facturers, however, compensated for the higher level of import penetra- 
tion by exporting a higher proportion of their output; they export close 
to 25 per cent of total sales. 


Total imports under tariff item 43120-1 rose from $30.1 million 
in 1974 to more than $63 million in 1980. GPT imports under this item 
doubled between 1975 and 1978, and doubled again by 1980. Even though 
GPT imports were still less than 5 per cent of total imports under this 
tariff item, the very rapid growth in such imports since the introduction 
of the GPT constitutes, in the Board's opinion, evidence that a further 
reduction in the GPT rate as proposed by the Minister would likely affect 
Canadian producers adversely, as was their claim. 


Bsa 


Therefore, the Board recommends that there be no reduction in 
the current GPT rate of 10 p.c. for tariff item 43120-1. 


Group II: Textile Products 


Tariff Items 53240-1, 55910-1, 
56225-1, 56605-1 and 57210-1 


GPT 
BP MEN Current Proposed 


53240-1 Woven fabrics, com- 
posed wholly of wool 
and cotton blended 
yarns with not less 
than. » 15: esp.c., by 
weight, of wool, 
weighing not more 
than four and = one 
half ounces to the 
square yard, and with 
a minimum of 70 warp 
threads and 70 weft 
threads to the square 
inch; the foregoing 
for use in the manu- 
facture of men's and 
DOYS © sSHEP US ic sieve esse Sap sC. 5e0sCe Bep.Ce Free 


but not more than 
per pound 60.ccets. 60 cts. 40 cts. 


BEffectivese. seek /170T Free Free Free Free 


55910-1 Waste portions of un- 
used fabrics, n.oO.p., 
not to include rem- 
nants or mill ends... 5 peCe 5 Dee 30s Ce Free 


BLEeC tives racine 1/0707 Free Free Free Free 


56225-1 Woven fabrics, wholly 
or in part of silk or 
of man-made fibres or 
filaments, imported 


NC 


GPT 
BP MFN Current Proposed 


56225-1 in lengths of not 

(cont.) less than five yards, 
by manufacturers of 
neckties, for use in 
the manufacture of 
neckties, or matching 
necktie and pocket 
DUni Seuss, DUC eNoOL 
including such fab- 
rics for use as 
PIES) AMUN iio ets sie eters LOS D.Ce UOMO. Cc MeO 90 pieCs Free 


56605-1 Fabrics, containing 
figured designs, 
woven in widths not 
exceeding twelve in- 
ches, lace, embroi- 
deries, emblems and 
medallions, for use 
in the manufacture of 
Church VeSCments <6. LOS D.C. 10 pees O05. P.O. Free 


EitPeCoivewe sss LLY OT, Free Free Free Free 


57210-1 Oriental rugs or car- 
pets with pile hooked 
or knotted by hand... LOM DG (ORD sep Oe ap«C.s Free 
and, per square foot Sy (ett WS tela 

The total duty levi- 

able shall not be in 

BCC OG Sal cies erecelets seussere LOD DsCe 


EECECCULVG truco as L/ 1/07 LO] D.C. LO eRe rey 


The Minister proposed that the GPT be reduced to Free for tariff 
items 53240-1, 55910-1, 56225-1, 56605-1, and 57210-1. The Canadian Tex- 
tiles Institute supported this proposal. Not having received any submis- 
sions to the contrary, the Board recommends that the GPT extension for 
tariff items named here be implemented as proposed. 


me eee 


Tariff Item 55302-1 


GEr 
DE MFN Current Proposed 
The following, when the 
textile component thereof 
is more than fifty per 
cent, by weight, of silk: 
55302-1 Headsquares, scarves 
or mufflers, made 
from woven fabrics... 915.7 D.C. CURDsC. LO pac. Free 
Bi Pectivesssesecl/ 17 ou. l2.5) DeCe ele om0. Ge 10> p.c; Free 
Claimant: 


1. Canadian Apparel Manufacturers Institute 
Counter-Claimants: 
1. Canadian Textiles Institute 

satexil Inc. 


2. Government of the Republic of Korea 


The Canadian Textiles Institute supported the GPT extension pro- 
posed by the Minister. However, the Canadian Apparel Manufacturers 
Institute claimed that the extension, if implemented, would adversely 
affect Canadian producers of goods which, when imported, enter Canada 
under tariff item 55302-1. In particular, though, the Canadian Apparel 
Manufacturers Association objected: "... to the improvement of GPT bene- 
fits for newly industrialized countries such as: the Republic of Korea, 
Hong Kong, Singapore, Brazil, Mexico, Venezuela and other OPEC members, 
the Mediterranean self-declared developing countries, or to any state 
trading countries, particularly (the People's Republic of) China. The 
Institute considers that the reduced rates should, in principle, be only 
extended to true developing countries ...". 


Analysis of data before the Board disclosed that the level of 
GPT imports is low and, moreover, that in recent years such shipments 
have declined. However, even at the existing level, import penetration 
of the domestic market is already very extensive under the existing rate 
of GPT duty of 10 p.c. The penetration can be expected to deepen still 
further should this rate be dropped to Free as proposed. 


eae 


Therefore, the Board recommends that the GPT not be extended for 
tariff item 55302-1. 


Group II: Miscellaneous Products 
Tariff Item 44535-1 


GPO 
BP MFN Current Proposed 
44535-1 Phonographs and parts 
PCP EO Meets O of) craistere se LOG. Ce Ne DeGw vite Dele Free 
BPRReECtUIVe .cce cel) L7OT. Free Free Free Free 


Claimant: 
lee Califone Industries Ltd. 
Counter-Claimant: 


1. Government of the Republic of Korea 


The- Board notes that all tariff rates for this tariff item are 
due to become Free by 1987, and that the claimant only requested that 
existing GPT rate be maintained until then. The sole question, thus, is 
whether the GPT rate should be temporarily maintained. 


While GPT imports had previously been small, they multiplied 
suddenly and rapidly late in 1980, even with the existing GPT rate of 
CuCymOt 1.9, DeC.e 


Accordingly, the Board concludes that a short-term adverse im- 
pact from GPT imports has materialized and its intensification can be ex- 
pected. Therefore, the Board recommends that GPT extension not be grant- 
ed for tariff item 44535-1. 


ee 


SUMMARY OF RECOMMENDATIONS 


TARIFF ITEMS FOR WHICH THE BOARD RECEIVED CLAIMS 


Tariey 
Board 
Current Recom- 
BP MFN GPT mendation 
Group I: Food Products 
6500-1 Biscuits, not 
SWECTENEd. se ncccacece (By ees Te 5 S0eC. = Sep. cs 
6600-1 Biscuits, sweetened... (ise series 1Te3. DeGe - Spee. 
6605-1 Biscuits, sweetened or 
unsweetened, valued 
at not’ less than 20 
cents per pound, said 
value to be based on 
the net weight and to 
include the value of 
the usual retail 
DaCkKAGe. sissies cc's os eie's Free (BES orte, ~ No 
Extension 


Group I: Fisheries Products 


Sardines, sprats or pil- 
chards, packed “in” oil or 
otherwise, in sealed tin 
containers, the weight of 
the tin container to be 
included in the weight for 
duty: 


11901-1 When weighing over 
twenty ounces and not 
over thirty-six 
ounces eachs..per,bex. 4.03 7cts. Jel.b35ets. - Free 


tae 


Tariff 
Board 
Current Recom- 
BP MEN GPT mendation 
11902-1 When weighing over 
twelve ounces and not 
over twenty ounces 
GdiGluwewena ss oper, 0OX? 1.36 (cts. 1.38 .ctsi - Free 
11903-1 When weighing over 
eight ounces and not 
over twelve ounces 
CaClieecicte cele Der DOX, (Usde Cl. O7.920ct. - Free 
11904-1 When weighing eight 
ounces each or less 
eoccceceeceecee ec per box 0.69 Cir 0.69 CU. ad 0.46 Cis 
12100-1 Fish preserved in oil, 
NeDOePo creer ecceecccvece 15 peCe 15 p.Ce - 10 peCe 
New Tariff Item: 
12105-1 Tuna (including boni- 
LO)’, preserved in 
sealed containers, 
NeOePocecereccecveccvcece Ae oral?) peC.e 13.9 peC. <= No 
Extension 
Fish, prepared or preserved 
N.O.Des 
2303=1l All other fish, n.o.p PLD we HDs. Crs - i D.Cis 
12405-1 Shellfish, prepared or 
preserved, NeOePeocvece 0.0 peCe 9.8 peC. =" 6.5 peCe 


12505-1 Oysters, prepared or 
preserved; oysters in 
the SNELi oe sae sw ce sae 6.9 pC. 6.9 peCe oe Free 


12505-2 Oysters, smoked, whe- 
ther or not in cans 
or other air-tight 
CONCATNErS ccm slereters eters 


12600-1 Clams in sealed con- 
CalNCrS..c sicisicuie care crore 


12700-1 Crustaceans, fresh, 
n.O.p.3; crustaceans, 
prepared or preserv- 
Cd) NisO's Dai wiesisias ais os 


12805-1 Lobsters, prepared or 
DICSCVV GU. sale slsisie sisce 


13300-1 All other articles the 
produce of the fish- 
CrleS,) Ms O< Disic sis.cis os 


Fish caught by fish- 
ermen in vessels re- 
gistered in Canada 
or owned by any per- 
son domiciled in 
Canada, and the pro- 
ducts thereof 
carried from the 
fisheries in such 


vessels, shall be 
admitted into Canada 


free of, sdutye The 
Minister may make 
such regulations, if 
an as are deemed 
necessary for carry- 
ing out the _provi- 


sions of this. sec- 


LOM De crecsnere clote scetetete ss 


(See Section 9 of the 
Customs Tariff) 


alee 


ee ore 


9.8 D.C. 


Wiese Decie 


MFN 


64? pee. 


LOL pee 


BCs 


Owomp Cr 


ies pecs 


Current 
GPT 


Tariff 
Board 
Recom- 


mendation 


Free 


6.5 pec. 


uD sCis 


65 1p. Ce 


oy were 


Does oaleericheitea ls. cs sscis s s'e 


Group I: Textile Products 


Woven fabrics, wholly of 
cotton: 


52205-1 With cut il Ciavetetslelere eis 


53010-1 Slivers, wholly or in 
Darts] of = wool, not 
containing man-made 
fibres or glass 
TIDES. «ses Der pound 


53205-1 Woven fabrics composed 
wholly or in part of 
yarns of wool or 
Ha Lil's Os Dale's ces 's os 

and, per pound 


The total duty levi- 
able shall not be in 
excess of...per pound 


Woven fabrics, composed of 
yarns spun on the woollen 
system, containing not less 
ENaneo0. DeC. DY WElenL OF 
virgin wool or hair and not 
containing more than one 


a GSR 


10 p.c. 


Free 


18° p<c. 
18 cts. 


60 cts. 


20° D.C. 


5 cts. 


eo, Dace 
2am US. 


Tariff 
Board 


Current Recom- 


mendation 


Free 


LOP paces 

(with a Tariff Rate 
Quota of 2.3 mil- 
Tien pounds p.a. 
for coloured cot- 
ton corduroys’9 and 
of 1 million pounds 
Dece for cotton 
broadwoven pile fa- 
brics) 


Free 


io ergaye jejeileks 
TON Cte 


60 cts. 


SNe, & 


Tarate 
Board 
Current Recom- 
BE MFN GPT mendation 
generic type of man-made 
fibre, or containing not 
less than 40 _ p.e. by 
weight of virgin wool or 
hair and not’ containing 
any man-made fibres, for 
use in the manufacture of 
men's and_ boys! Suits. 
vests, sport coats’ and 
blazers, dress slacks and 
fine tailored topcoats 
other than car coats and 
duffle coats: 
53245-1 Weighing not more than 
fe) ounces to the 
square yard in accor- 
dance with standard 
test methods des- 
cribed in ASTM D1776- 
74, and valued at not 
less than $5 per 
SQUArE. Vardicrs cisisusle ctere ye uD Ce Sra ORT OY ~ No 
Extension 
(Temporary Tariff Item) 
53246-1 Weighing more than 9 
ounces to the square 
yard but less than 12 
ounces to the square 
yard in accordance 
with standard test 
methods described in 
ASTM D1776-74, and 
valued at not less 
than $6.60 per square 
VAL dis, s(eretoieleverece alelersescers 655. Dees 6.52D.Ce - No 
Extension 


(Temporary Tariff Item) 


53247-1 Weighing not less than 
12 ounces to the 


mes iets 


Tariff 
Board 

Current Recom- 

BP MFN [enae mendation 
53247-1 square yard in accor- 
(cont.) dance with standard 
test methods des- 
cribed in ASTM D1776- 
74, and valued at not 
less than $7.90 per 

SENS SEN Fos one Oc {iat joe le Dees = No 
Extension 

(Temporary Tariff Item) 
53210-1 Woven fabrics composed 
wholly “or” in “part of 
yarns of wool or hair 
and weighing not less 
than twelve ounces to 

the square yard...... 1S specs 25 Dee - NeRisp mer 

and, per pound 13.5 cts. 25 cts. - 16.7 cts. 
The total duty levi- 
able shall not be in 

excess of per pound... bo CUS. - - 55 CUS. 
56005-1 Man-made fibres not 
exceeding twelve 

inches in length..... SDs. TO oD.c. - ay Aeyraeie 
56010-1 Sliver, wholly or in 
part of man-made 

ELOVCS atarsis stele ctetetete ee So Dac. LORD.C. - SepeG. 


56105-1 Yarns and_ rovings, 
wholly of man-made 
fibres or filaments, 
not more advanced 
than Singles, not 
coloured, with not 
more than seven turns 
COmt emi Clicnte steve ccs IMs hs osca LOSpeC. > Set enor 
and, per pound - LORGGS. - 6.567 Cts. 


gi ae 


a rweets 
Board 
Current Recom- 
BP MFN we mendation 
56105-1 The total duty levi- 
(cont.) able shall not be in 
QR CESS Oils, oss stetete aletete - - 1S) pac. 
56110-1 Yarns and rovings, 
wiolly, or Vin) parton 
man-made fibres oor 
filaments, including 
threads, cords or 
twines, not contain- 
ing *wooltor Haire we... 20.2 p.C. TOR eC - Oop. 
and, per pound - 10cts.. - OO (eCus. 


(with a Tariff Rate 
Quota of 0.0 mil-= 
lion pounds “pa. 
for polyester/ cot- 
ton blended yarns) 


The total duty levi- 
able shall not be in 
excess Ole serte cree a arenes ee — a QO nz peCe 


56210-1 Woven fabrics with cut 
pile, wholly “or [in 
part of man-made 
fibres or filaments 
or of glass fibres 


or filaments, not 
containing wool oor 
Nak Rite thakecielets oletetoter ete 20 peCe 25 PpeCe = Hoes peCe 


56230-1 Woven cord tire fa- 
bricy. wholly sor ein 
chief Dane, by 
weight, of man-made 
fibres or filaments, 
not to contain silk 
OF «wool.  forsuse] in 


56230-1 the manufacture of 
(cont.) pneumatic tires, 


NeOePeocceceececcececcccecose 


Lace and netting, other than 
woven, bobbinet, embroi- 
deries, n.0O.p.: 


56610-1 Wholly of vegetable 
PRD COSE Be iekebete te chalet cl okelets 


56611-1 Wholly or in part of 
other textile fibres 
Olgabois A Meni bes stoletelieie: ere 


Group II: Food Products 


2300-1 Preparations of cocoa 
or chocolate, n.o.p., 
and confectionery 
coated with or con- 
taining chocolate... 


14100-1 Sugar candy and con- 
fectionery, FY oOo ary 
including sweetened 
gums, candied  pop- 
corn, candied nuts, 
flavouring powders, 
custard powders, jel- 
ly powders, sweet- 
meats, sweetened 
breads, cakes, pies, 
puddings and all 
other confections 
containing sugar..e.. 


= (69: = 


TaD Dies 


LOU peGs 


ie DaDeC. 


LOPD.C. 


Lee OUD «Cle 


Current 
MFN GPT 


Tit pst Oe. Cs 


UO Ge peCemlesds Dee. 


hareere 
Board 
Recom- 


mendation 


ils OF Dien 


BeO.e3 


No 
Extension 


Da Dis Ow 


7-5 peCe 


WO fe 


Taritn 
Board 
Current Recom- 
BP MFN GPT mendation 


Group II: Metals/Metal Products 


34815-1 Brass scrap and brass 
in blocks, ingots “or 
pigs; copper in bars 
Or | rods), =n0G. tess 
than six feet in 
length, unmanufac- 
tured, n.O.p.; cop- 
per in strips, sheets 
or plates, not pol- 
ished, planished or 
coated; brass or 
copper tubing, in 
lengths not less 
than six feet, and 
not polished, bent 
or otherwise manu- 
PACTULEA Gis cetstte aise te ele NOP DeCe U.O8p 6G. Sepsce Free 


34900-1 Brass in  bars’~ and 
rods, in. ~coll \ or 
otherwise, not less 
than six fects Fin 
length, and brass in 
strips, sheets or 
plates, not polish- 
ed, planished or 
COACE Fie cists-s ootntetoretesene WeO1DeCe E2650 .C. Be p.ce Free 


34905-1 Alloys of copper, 
NeOeDien containing 
50 per cent or more 
by weight of copper, 
namely: sheets, 
plates, strips, bars, 
rods. and. tubes... .s W870. Ce LOD ees 3D. Oe Free 


35200-1 Brass and copper 
nails, tacks, rivets 
and burrs or washers; 
bells and gongs, 


35200-1 n.o.p.; and manufac- 
(cont.) tures of brass .or 
COPPEE, als Ou Disre ess cies 


35215-1 Screws of brass, 
copper or other 
MOT al ietl. Os Dis ede lerele eis le 


35405-1 Kitchen or household 
hollow-ware of alu- 
TMURUM yh «Ose es ss os 


Days more rodsa- of) iron Jor 
steel, hot-rolled, plain or 
deformed, namely: rounds, 
half-rounds, ovals, half- 
ovals, squares, round- 
cornered squares, hexagons, 
octagons or other multi- 
sided bars or rods; flats, 
13/64. inch oor more _ in 
thickness and eight inches 
or less in width: 


BO ale AULOY 2 W's octave cislc/slevore en's 
37900=2 OENCR arastetcretelsce sets ievslole's 


Dars.  OGasTouUssnon. -Lrong.0r 
steels) as... described, sin 
tariff items 37900-1 and 
37900-2, cold-rolled and 
cold-drawn: 


37905-1 PUINUO Wig eis tote etietelete ee ale sfeie 
37905-2 ODMR evereteveleietevcie erecess ee 
Barss Of) rods sof iron jor 
steel, .as described in 


tariff items 37900-1 and 
37900-2, further processed 


ant 5 lee 


date DieCis 


Lon tapes 


Le Oe Cr. 


SD cic’. 


Die C’s 


WepaG. 


ey hee 


Current 
MFN GPT 


Lei DeCe LORD.C. 


Le fae Die Cle LO D.C. 


Hi oer LORD. Ce 


10 psc. 5 D.Cis 


LOD Ds Cie Dis Ge 


12.55 peC. 5 pec. 


L255 DisCe 5 p.c. 


Tariff 
Board 
Recom- 


mendation 


No Change 


6.5. pss 


No Change 


No Change 


Free 


No Change 


Free 


than hot=- or cold-rolled 
or cold-drawn, or other- 
wise processed: 
37910-1 BuO mreveletete eieierelsteteteterers 
37910-2 OGHERS ST omreleleve oe 6 6 suevetels 


39000-1 Castings, of iron or 
steel, in “the rough, 
@GLRS Stes ty G.0.c eietale sieletene 
39600-1 Pipes or tubes of cast 
iron, whether or not 
coated or laneds <0... 


Wire ‘of © iron “sor= = steel, 
singles 


Round, n.0.p.: 
HOLOL=12 A VNoy ss avers cretetete siecerere 
OJ Ol = 2 ORM Ciar sie sceteke eierele ote atele 
Other than round, n.o.p.: 
RODPOG=T CATAL Gy wearer crsusie evel eveneveterets 
HOLO2Z=2 OCHRE secs sicc oss cles sere 


Coated or covered with any 
material, n.o.p.: 


40103-1 RUIN Oe ete etets siete! x's eiele ate te 


40103-2 OMCs .60c. ave eter evele ater eiereters 


7-5 


eed 


peCe 


D.Ge 


12D 


12.5 


13.6 


Ue: 


725 


7-5 


10 


10 


10 


10 


Current 
GPT 


Dace 


Dace 


PpeCe 


Discs 


UeGe 


D.C. 


Tariff 
Board 
Recom- 


mendation 


No Change 


Free 


No Change 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


43000-1 Nuts and bolts with or 
without threads, 
washers,. rivets, of 
iron or steel, coat- 
ed) Or ) not, 1.0.p., 
nut and bolt blanks, 
of iron and steel.... 


43030-1 Railway spikes, of 
iron or steel, coat- 
ed or MOiure @eeetenee8seseeee 


43110-1 Hoes, pronged forks, 
rakes; aNald.. » sciere sten< 


43120-1 Non-powered, hand- 
Operated tools, im- 
plements or devices, 
namely: adzes, an- 
vils, vises, cleav- 
ers, hatchets, saws, 
augers, car couigl ailies yA 
screwdrivers, planes, 
spokeshaves, chisels, 
mallets, metal wedg- 
es, wrenches, sledg- 
es, hammers, crow- 
bars, cant-dogs, 
Urack (tools, picks, 
mattocks, and eyes 
or polls for the 
Ballets sraisty in'e's a sieieis s/s 


Group II: Textile Products 


53240-1 Woven fabrics, com- 
posed wholly of wool 
and cotton blended 
yarns with not less 
than) 155 p.c.., by 
weight, of wool, 


Bey oe 


(Re yanes 


ilar ewe 


lig lew ewer 


LOR pec. 


Current 
MFN GPT 


Ty cena linet ek 


ete Diecs OR Deir 


i320. ce 9 pe. 


LSS Dis. LOGpeC'. 


Tarite 
Board 
Recom-— 


mendation 


No Change 


Free 


Free 


No Change 


hye 


Tara pt 
Board 
Current Recom- 
BP MFN GPT mendation 


53240-1 weighing not’ more 

(cont.) than four and _ one 
half ounees to the 
square yard, and 
with a minimum of 70 
warp threads and 70 
weft threads to the 
square inch; the 
foregoing for use in 
the manufacture of 
men's and boys! 
SIT  aeterete a vier eters slea's 5 Die Cw Bepece Sep cs Free 


but * not “more* ~ than 
per pound 60 cts. 60 cts. 40 cts. 


55910-1 Waste portions of un- 
used) fabrics, 1.0.0. , 
not to include rem- 
nants or mil ends... Bie JOO Deas Sy ies Free 


56225-1 Woven fabrics, wholly 
orlin part. or sulk or 
of man-made fibres or 
filaments, imported 
in lengths of not 
less than five yards, 
by manufacturers of 
neckties, for use in 
the manufacture of 
neckties, or match- 
ing necktie and poc- 
ket Diltt-. “sets, “DUL 
not. including ~such 
fabrics for use as 
INCE VININe css ce es 10° pistes 103pe0.— 0's us Ce Free 


56605-1 Fabrics, containing 
figured designs, 
woven in widths not 
exceeding twelve in- 
ches, Jace, enmbroi-— 


56605-1 deries, emblems and 
(cont.) medallions, for use 
in the manufacture 
of church vestments.. 


The following, when the 
textile component’ thereof 
is more than fifty per 
cent, by weight, of silk: 


55302-1 Headsquares, scarves 
ee mufflers, made 
from woven fabrics... 


57210-1 Oriental rugs or car- 
pets with pile hooked 
or knotted by hand... 
and, per square foot 


The total duty levi- 
able shall not be in 
SRUCSSEOL aielatels eve ais cies 


ey pa 


LOW pecs 


Lope (eps C's 


LOGD. Cr. 


Group II: Miscellaneous Products 


44535=-1 Phonographs and =éparts 
ENEPEOl es 11.0.) ecle «e 


LOD Dees 


Current 
MFN GPT 


1G. C moa Ce 


COSD eRe LO Ds. 


LOS sCcrbO% 50 Pees 
SCeS 7 Seo) Cua. 
LOC Dict. 


Leg) DsCe 61-5 Dace 


Tariff 
Board 
Recom— 


mendation 


Free 


No Change 


Free 


No Change 


ath (she 


TARIFF ITEMS FOR WHICH THE BOARD DID NOT RECEIVE ANY 


Group I: Food Products 


805-1 Canned DOR etetecletelelsieiere 


915-1 Turkey poults, baby 
ducklings and_ baby 
BOS LINES o's ic ccs « eines 


2605-1 Imitations of and sub- 
stitutes for roasted 
or ground correc, 
including acorn nuts 
sisiei wieis pnisisie OCT OOUIG 


3910-1 Starch, and all pre- 
parations having the 
quality of starch, 
NeOs.Peseeees per pound 


When in packages weighing 
two pounds each, or less, 
the weight of such pack- 
ages to be included in 
the weight for duty. 


4505-1 Prepared cereal foods, 
in packages not ex- 
ceeding twenty-five 
pounds weight each... 


4600-1 Prepared cereal foods, 


NeOePecevercrcccesecoe 


6610-1 PreUCZC Use a sone ecererenerare 


15 p.c. 


235° D.C. 


Sais. 


AL “@iwin 


10) pec. 


em eCis 


Free 


MFN 


Sp hares 


teu Dee. 


ER Sr oh oc ie 


POC. 


LOD D.C. 


tet De. 


(eu Dae. 


CLAIMS 


Current 
Get 


Tariet 
Board 
Recom- 


mendation 


LO piece 


Free 


Free 


On67 meu. 


Oe5 DeGs 


5D. Cs 


Free 


Feeds, n.o.p., for animals 
and poultry, and ingredi- 
ents for use therein, 
ies «> 


6928-1 Mixed feeds, and 
mixed-feed ingredi- 
GIiGSicis el elslaloerets ce eio.e cree 


71110-1 Prepared foods, whe- 
ther canned or not, 
fOr Cats and dogsi.... 


Group I: Fisheries Products 


66340-1 Oyster shells, not 
further manufactured 
than crushed or 
screened, or both, 
Lor @USe.) aS # pellcrny 
feeds or in the 
manufacture of poul- 
ERY SLCCUS cic sss clels ote 'ele 


Group I: Metals/Metal Products 


Aluminum and alloys thereof: 


35301-1 Pigs, ingots, blocks, 
NOLCH  Dars .~ .oLaps, 
billets, blooms, and 
wire bars...per pound 


Bi foe 


Bio) se raalrs 


Free 


Current 
MFN GPT 


Be Disiee - 


350: Det - 


ORO me tl. = 


Tariff 
Board 
Recom- 


mendation 


SeDeGe 


HD Cs 


Free 


Free 


Group I: Miscellaneous Products 


Gums, 


25403-1 


namely: 


Australian and kauri; 
AMDEP ELIS <.ss0cs sec es 


Group II: Food Products 


1300-1 


1400-1 


2505-1 


3200-1 


3300-1 


3400-1 


11400-2 


Lard and animal stear- 
ine of all kinds, 
N.O.Pooeee--per pound 


Tas Ow fe sateleitrs ole siete ie wie 


Coffee, extract of, 
n.O.pe-, and substi- 
tutes thereof of all 
Kinds. o. «ese per pound 


Nutmegs and mace, 
whole or unground.... 


Nutmegs and mace, 
MCOUNC catetelotaleleteietetarnlate 


Mustard, grounds... .. +. 


Nuts” "of “ali “kinds, 
processed or prepar- 
ed in any manner, 
N.OeP-, including 
roasted, fried, boil- 
ed, ground, salted, 
seasoned oor  other- 
wise flavoured; nuts 
pickled or preserved 
in salt, brine, oil 
or in any other man- 
NEM, MWsOsDe eevee se 6 « 


She 


Free 


5 cts. 


Free 


5 p.ce 


6:9 pisces 


10 p.c. 


Current 
MFN GPT 


ts5 peCe bead 


Tects'. Secs. 


9.4 p.e. 5 pec 


10.65p.c. 5 pec 


6.9 D.C, 5 p.c. 


LOSD. Cel «De D.Ge 


Tariff 
Board 
Recom-— 


mendation 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 
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Group II: Metals/Metal Products 


33900-1 Lead, manufactures of, 


NeDePocceeceveccvescece 


33910-1 Collapsible tubes of 
lead or tin or lead 
Coateds wich "Cink «ss. = 


34907-1 Copper beryllium 
alloys, namely: in- 
gots, sheets, plates, 
Strips,. = pars, = rods, 
tubes and Wire@....ses 


34910-1 Alloys of magnesium, 
namely: ingots, pigs, 
sheets, plates, 
Steps vars we roas 
and™ GUDES. sss eles « oe ee 


35200-2 Copper or copper 
alloy angles, shapes 
and sections, pipes 
and tubes and blanks 
Cheretor, (N.OnDesce =< 


35700-1 Britannia metal, nic- 
kel silver, Nevada 
and German silver, 
manufactures of, not 
Dlatedre 1. Osc cls «ste 


36505-1 Findings of metal, not 
plated or coated, 
including stampings, 
trimmings, spring- 
rings, bolt-rings, 
clasps, snaps, swi- 
vels, vest chain 


Le 


10 


4.8 


4.8 


14.1 


i 


Dec. 


peCe 


eet’ ae 


EET. Testes 


WOlD sCs 


4.8 p.C. 


eerie Gs 


py emer 


Current 
GPT 


10 


10 


10 


Dec. 


peCe 


DeCeo 


DaCs 


Tariff 
Board 
Recom- 


mendation 


Free 


Free 


Free 


Free 


Free 


Free 


36505-1 
(cont. ) 


bars; solnts,. caten— 
es, pin tongues, 
buckle tongues, coil 
pins; “elrp actions; 
settings and eye- 
pins, when imported 
by manufacturers of 
jewellery or orna- 
ments for the adorn- 
ment of the person, 
for use exclusively 
in the manufacture 
Of ssuch -articles, san 
their own factories... 


Plate of iron or 
flanged or dished: 


steel, 


38105-1 Alloy... eooeeee eeoeeveveevee 


38105-2 OIEITCTR Stevelic orctetotercretercceretere 


Ral lway @erad) Sa Otel ron or 
steel, of any weight, or 
for any purpose, punched, 


Grilled sora Ls 
38700-1 AAR OV ateteleeteteteletetele cisiciere 
38700-2 ORES searelerecses 6 ece ceterekeners 
41245-1 Printing plates in- 
cluding rolls and 
cylinders, N.O.p.; 


exposed positive or 
negative films and 


= SOL em 


Lies 


DeC@; 


Tarinn 
Board 

Current Recom-= 

MFN GPT mendation 
DES sp <r anls aD Ce Free 
USD Cre Sapeae Free 
15 D.C. SISTERS Free 
LOR Diane SED. Gire Bree 
OM ec. De Dec. Free 


41245-1 reproduction proofs, 
(eont.) for such printing 
plates eeocoeeoeeeeeoese#ee#ee%e#e#e?e@ 


44100-1 Guns, rifles, includ- 
ing air guns and air 
rifles not being 
toys; cannons, pis- 
tols,, revolvers, yor 


other firearms, 
N.OsD.<. cartridge 
cases, cartridges, 
primers, percussion 
caps, wads or other 
ammunition, NeOePe5 
bayonets, swords, 


fencing foils and 
masks; gun or pistol 
covers or cases, game 
bags, loading tools 
and cartridge belts 
of any material...... 


Group II: Textile Products 


52010-1 Cotten fibres, n.o.p., 
and carded sliver, 
wholly of cotton..... 


= Ei = 


LOep.C. 


LOS Dee. 


De We Gre 


Group II: Miscellaneous Products 


19710-2 Wrapping paper, un- 
bleached, not pasted 
or coated, in roltis, 
Nove cuts tor 1si.ze sor 
SMADC ccc ce esses 6 sus 6 ols 


32609-1 Opal glassware, n.o.p. 


Lies pec. 


LO pss 


MFN 


ECW eh ee Ker 


Ly (es sm oer 


Sa DieiCis 


Lic SeDaCe. 


Lao .ce 


Current 
GPT 


OF DCs 


LOepsC. 


3 Disa 


(As hereto 


LORD aC < 


Tariff 
Board 
Recom- 


mendation 


Free 


Free 


Free 


Free 


Free 


41410-1 


41430-1 


41435-1 


44100-2 


44335-1 


445022 


44534-1 


Dictating, transcrib- 
ing and cylinder 
shaving machines, and 
cylinders, dises, 
dictating belts and 
unfinished wax blanks 
for use therewith; 
parts of the fore- 
DOL Bierce etwas sie e wletotere’s 


Cash registerS.ceccccce 


Complete parts of cash 
registers, when in- 
ported by manufac- 
turers of cash re- 
gisters for use in 
the manufacture of 
such registers in 
their own factories.. 


Shot shell loaders.... 


Timers for radios and 
parts therecot. cs siriere 


Portable electric 
flashlights design- 
ed for self-contain- 
ed electrical source; 
complete parts there- 


PO soteletens seis eto te ote create 


Radio or television 
receiving sets in- 
corporating a record 
playing device. ...c. 


ee oee 


9.4 


15 


{fas) 


10 


Led 


aus) 


10 


Dee 


Duce 


PpeCe 


DC. 


peC. 


D.C 


PpeCe 


9.4 


15 


TaD 


L5 


eS ey 


15 


Ui hes) 


D.C. 


Deca 


Dace 


p2cs 


Dic. 


Dia@r 


peCe 


Current 
GPT 


10 


8.5 


10 


7-5 


peCe 


PpeCe 


peCe 


Tarife 
Board 
Recom- 


mendation _ 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Sey 


Tari t © 
Board 
Current Récom- 
BP MFN GET mendation 


Manufactures of wood, 
We OaD ss 


50600-6 Rough blanks or blocks 
of wood, not edge- 
glued nor otherwise 
Maniac wllic de ieists ce siete ls De Ce Lda So De Cue (ied (Dee Free 


53020-1 Hair, curled or dyed, 
PieiGie ieteletetetetale eletsteketetare led (DsCs Tims ierter. ae Te Free 


62000-1 Tinsel wire when im- 
ported by manufactu- 
rers of braids, 
cords, tassels, rib- 
bOnS=. Or | Lreimmings, 
for use only in> the 
manufacture of such 
articles in their own 
PACCORLSS acter c ste lele e ete's shel OP ROR SOU DCs me Se Ds. Free 


65605-2 Meerschaum pipes, not 
including those com- 
posed in” part of 
Die WOOUepeateaie cece Sa sO eC smc los bup. Ceol 6 Oe Dae. Free 


The Board's recommendations for extension of GPT benefits apply 
to all countries eligible for such preferential tariff treatment. In no 
instance is it recommended that the additional GPT benefits be extended 
to some countries and not to others, because such country-specific action 
has so far not been the practice. 


Pec 


However, the Board recommends that the review of the present GPT 
system, related to its expiry in 1984, give serious consideration to the 


introduction of a mechanism which would redistribute GPT benefits to 


those less developed countries most in need of such benefits. 


Chairman 


First Vice-Chairman 


Member Member 


Sst } ; 


Member Member 


March 27, 1981 
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LIST OF COUNTRIES ENTITLED TO 
GENERAL PREFERENTIAL TARIFF TREATMENT 


Afghanistan 
Algeria 

American Samoa 
Angola 

Antigua 

Argentina 
Ascension 

Bahamas 

Bahrain 

Bangladesh 
Barbados 

Belize 

Bermuda 

Bhutan 

Bolivia 

Botswana 

Brazil 

British Indian Ocean Territory 
British Virgin Islands 
Brunei 

Bulgaria 

Burma 

Burundi 

Cameroon 

Cape Verde Islands 
Caroline Islands 
Cayman Islands 
Central African Republic 
Chad 

Chile 

China, People's Republic of 
Christmas Island 
Cocos Islands 
Colombia 

Comoro Archipelago 
Congo 

Cook Islands 

Costa Rica 

Cuba 

Cyprus 

Dahomey 


Dominica 

Dominican Republic 

Ecuador 

Egypt 

El Salvador 

Equatorial Guinea 

Ethiopia 

Falkland Islands 

ie Sa 

French Polynesia 

French Southern and Antarctic 
Territories 


French Territory of the Afars and 


the Issas 
Gabon 
Gambia 
Ghana 
Gibraltar 
Gilbert and Ellice Islands 
(now Kiribati and Tuvalu) 
Greece 
Grenada 
Guam 
Guatemala 
Guinea 
Guinea-Bissau 
Guyana 
Haiti 
Honduras 
Hong Kong 
India 
Indonesia 
Iran 
Iraq 
Israel 
Ivory Coast 
Jamaica 
Jordan 
Kenya 
Khmer Republic 
Korea, Republic of 


Kuwait 

Laos 

Lebanon 

Lesotho 

Liberia 

Madagascar 

Malawi 

Malaysia 

Maldives 

Mali 

Malta 

Mariana Islands 
Marshall Islands 
Mauritania 

Mauritius 

Mexico 

Montserrat 

Morocco 

Mozambique 

Nauru 

Nepal 

Netherlands Antilles 
New Caledonia and dependencies 
Nicaragua 

Niger 

Nigeria 

Niue 

Norfolk Island 
Pakistan 

Panama 

Papua New Guinea 
Paraguay 

Peru 

Philippines 

Pitcairn 

Portugal 

Portuguese Adjacent Islands 
Portuguese Overseas Provinces 
Qatar 

Romania 

Rwanda 

St. Christopher-Nevis-Anguilla 


=WBOus 


St. Helena 

Sto« LUCLa 

ot. Vincent 

Sao Tomé and Principe 

Senegal 

seychelles 

sierra Leone 

Singapore 

Solomon Islands 

Somalia 

Spanish North Africa 

Sri Lanka 

Sudan 

Surinam 

Swaziland 

Syria 

Tanzania 

Thailand 

Togo 

Tokelau Islands 

Tonga 

Trinidad and Tobago 

Tristan da Cunha 

Tunisia 

Turkey 

Turks and Caicos Islands 

Uganda 

United Arab Emirates 

Upper Volta 

Uruguay 

Venezuela 

Viet-nam, Republic of 

Virgin Islands of the 
United States 

Western Samoa 

Yemen Arab Republic 


Yemen, People's Democratic 


Republic 
Yugoslavia 
Zaire 
Zambia 
Zimbabwe 
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NOTICE R-203 


NOTICE OF PUBLIC HEARINGS 


TARIFF BOARD REFERENCE NO. 158 - 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


The Tariff Board announces that it will hold regional public 
hearings in Halifax, Vancouver and Ottawa for the purpose of inquiring 
into the expected impact on Canadian production of including certain 
additional goods under the General Preferential Tariff (GPT) and of re- 
ducing the rate of duty of certain other goods already under the GPT to 
free, as follows: 


on Thursday, December 18, 1980, commencing at 10:00 a.m., AST, 
in the Baronet Room of the Chateau Halifax in the City of 
Halifax, Nova Scotia; 


on Wednesday, January 7, 1981, commencing at 10:00 a.m., PST, in 
the Canadian Citizenship Court, 1075 Georgia St., in the City of 
Vancouver, British Columbia; and 


on Wednesday, January 14, 1981, commencing at 10:00 a.m., EST, 
in the Board's courtroom at 365 Laurier Avenue West, Ottawa, 
Ontario. 


These public hearings will deal only with the tariff items list- 
ed in Annex A of the Minister's letter of reference (see Notice R-200 and 
R-201, Canada Gazette dated August 9 and 30, 1980, for complete list). 
Public hearings for tariff items in Annex B will be announced at a later 
date. 


Canadian producers intending to present a submission claiming 
adverse impact resulting from the proposed GPT changes, are urged to con- 
tact the Board in order to obtain a questionnaire designed for this pur- 
pose. Submissions, in at least 50 copies, should be in the Board's hands 
no later than Wednesday, November 26th, 1980. 


Furthermore, interested parties are requested to inform the 
Board which hearing(s) they expect to attend, whether they intend to pre- 
sent a brief and at which hearing they intend to do so. 


yee. 


For further information write to W.L. Posthumus, Director of 
Inquiries, Tariff Board, Ottawa, K1A 0OG7, or telephone (613) 996-8541, 
Hxt. 20% 


J-&. Lafrance, 


Secretary 


Ottawa, Ontario 
October 10, 1980 
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NOTICE R-205 


NOTICE OF PUBLIC HEARINGS 


TARIFF BOARD 


REFERENCES 158 and 159 


HALIFAX HEARINGS 


The Tariff Board announces that the hearing on Reference 159 
previously scheduled to begin at 10300 a.m., A.S.1., on Tuesday, December 
16, 1980 and to continue on Wednesday, December 17th, will now commence 
at 10:00 a.m. A.S.T. on Thursday, December 18, 1980, in the Baronet Room 
of the Chateau Halifax or at such other place in the City of Halifax, 


Nova Scotia as may hereafter be announced by the Board. 


The hearing on Reference 158, previously scheduled for 10:00 
a.m. on Thursday, December 18, 1980, will take place immediately follow- 


ing the conclusion of the hearing on Reference 159, but WILL NOT COMMENCE 


BEFORE 2:00 p.m., A.S.T. on Thursday, December 18, 1980. 


JE. Lafrance 
Secretary 


Ottawa, Ontario 
November 26, 1980 
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Minister of Finance and signed by the Board on 
April 1, 1982, is presented for tabling in Parlia- 
ment under the provisions of section 6 of the 
Tariff Board Act. 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 
EA ae 


-- GPT Extension -- 
-- Report on Annex B Tariff Items -- 


INTRODUCTION 


The = present report contains the Board's recommendations “on Cariff 
items covered by Annex B of the Reference. Part I, tabled in Parliament on 
May ZO, 1981, contained recommendations concerning “Annex A. Those 
recommendations were implemented in the Notice of Ways and Means Motion 
(Customs Tariff) tabled in the House of Commons in conjunction with the 
presentation of the Budget on November 12, 1981. 


Part “DE repeats an essence ‘the “Part I’ discussion of the general 
issues involved in Reference 158 because this report will be of interest to a 
different audience. 


THE MANDATE 


In the process of reviewing the system of General Preferential 
Tariffs (GPT), by virtue of which less developed countries are unilateraly 
mevorded ‘by "Canada “preferential access to “Canadian markets, the government 
proposes to improve the scheme by bringing under the GPT select goods so far 
outside the system, and by reducing the rate of..duty to Free for select goods 
already under the GPT. In many instances, this:‘proposal amounts in part to an 
acceleration of tariff reductions which would have taken place in any event as 
a result of the general lowering of Most-Favoured-Nation (MFN) rates in the 
wake of the Tokyo Round negotiations. GPT rates are, generally, tied in by 
means of a formula to the MFN rates. 


To be assured that the proposed reductions in rates of duty do not 
exert an adverse impact upon Canadian manufacturers, the Minister of Finance 
has requested the Board to review and to report on the expected impact of such 
changes. The letter of reference appears in Appendix I. 


Tariff items with which the present report deals are enumerated 
next. They are divided into two groups: Group I contains items for which it 
is proposed that they be included under the GPT. Group II covers tariff items 
already under the GPT but for which “it “is now proposed’ ‘that ‘the GPT rate be 
reduced to Free. 


ee pee 


GROUP I 

Agricultural Products 
7803-1, 14203-1, 14203-2, 14204-1, 14204-2, 14210-1, 
14305-1, 14315-1, 14500-1, 27825-1. 


Liquors/Spirits, etc. 
15605-1, 15610-1, 15630-1, 15635-1, 16810-1. 


Electrical 
HYUS yoy 


GROUPS EL 


Other Agricultural Products 
1210-1, 7910-1, 27731-1 


Liquors/Spirits, etc. 
15615-1, 15620-1, 20001=2; 16002—1 6101-1) 1 e102=1, 
23300-1. 


Building Materials/Products 
19200-1, 19200-2, 19500-1, 28200-1, 28205-1, 28900-1, 
30705-1, 30715-1, 30800-1, 50065-1. 


Papers/Paper Products/Printed Matter 
17800-1, 17900-1, 18000-1, 18010-1, 18030-1, 18100-1, 
18105-1, 18200-1, 19300-1, 19410-1, 19800-1, 19900-2, 
19930-1, 20205-1. 


Glass Products 
32201-1, 32300-1, 32305-1, 32606-1, 32612-1, 32701-1. 


Chemicals 
20900-1, 92804-5, 92808-1, 92809-1, 92813-5, 92816-1, 
92817-3, 92838-1, 92842-1, 92901-4, 92901-12, 92903-2, 
92904-5, 92913=1,1 92975—15 19291535 929rb-1 ei29gia1, 
92935-1, 92936-1, 92944-1, 93206-1, 93404-1, 93819-2, 
93901-81, 93902-81, 93902-83. 


Miscellaneous 
22600-1, 23205-1, 23210-1, 23600-1, 25200-1, 30400-1, 
30805=1, 41105=-1, 41105-2, 43833-1, 60600-1, 65705-1. 
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Forsthose? goodswand tariff items) where, inv the opinion of ‘the Board, 
the Minister's proposals, if implemented, would have an adverse impact on 
Canadian interests, the Board was asked to recommend a non-extension of GPT 
benefits (Group I), or a non-reduction of the existing GPT rates (Group II). 
For goods and/or tariff items where the Board is satisfied that the Minister's 
proposal, iff “put into» effect, would not affect Canadian interests adversely, 
the Board was asked to recommend that it be implemented. 


With respect to items which are at present excluded from the GPT, the 
Board was requested to consider: 

14 the formula rate, i.e., a GPT rate at a level of the MFN rate minus 
one third, or the British Preferential (BP) rate, whichever is the 
lesser, or-- 

2) a GPT rate of Free. 


For goods and tariff items already under the GPT, the Board was asked 
to consider a reduction to Free only. 


injvadditiony tomithe: above, »them Board in its) ‘study “reviewed several 
Other alternatives as well. With one or two exceptions, however, the options 
provided by the Minister were found to be sufficiently inclusive. 


The Canadian General Preferential Tariff -- A Brief Background Note 


TheESGPT Vista Wwhilateral: extension by -Canada-+of reductions in tariff 
rates to less developed countries. By extending such reductions, Canada has 
Wommed, sothner™ industrializedr nations ‘in!’ assisting ‘the ‘growth of the less 
developed countries by providing preferential access to the domestic markets 
of donor nations. Some 160 countries and territories may enjoy such trading 
Drivileges.’ A list appears in AppendixrIl. 


The Canadian GPT was introduced on’ July 1, 1974, for a ten-year 
period. These provisions will, therefore, expire on June 30, 1984, unless 
renewed. 


Canada's trade with GPT countries is not extensive. In’ L98O, the 
latest year for which detailed data are available, such trade accounted for 
$3,882.5 million, or 6.2 per cent of Canada's imports, excluding crude petro- 
leum and natural gas. 


Total *GPT ‘country simports unders)Annex Be tariff items” amounted to 
D45.5omilbion sin 71980; vequale torise per cent of \total ‘Canadian’ imports from 
GPT countries, again excluding petroleum and ‘natural’ gas’, and ‘less than 0.1 
per cent of total Canadian imports of all goods. However, the proposed reduc- 
tions provide easier access to a total import market of $1.0 billion (1980 
figures), the value of total imports from all countries under Annex B tariff 
items, and, of course, to an even greater domestic’ market. 
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To allow for an orderly development of international trade under this 
system of privileges, the programs of most countries contain safeguard provi- 
Sions* They are designed to deal with situations where GPT imports are 
causing or threatening to cause injury to the domestic economy of the donors. 
In countries of the European Economic Community and Japan, ceiling limits are 
ine force. In »the United.,States, thee “competitive need’ (formulae is eusec> 
according to which GPT benefits are phased out as developing economies become 
internationally competitive in specific products. The United States also has 
a petitioning procedure under which products can be added to, or removed from, 
the GPR velieibility slists. Other donor countries, as well, have various 
mechanisms. to assist the domestic industry to cope with the impact of» the 
extension of trading privileges. 


Canada provides for withdrawal of GPT benefits in the Customs Tariff, 
section 3.2(2), as follows: “The Governor in Council may, by order, from time 
to time, withdraw the benefit of the General Preferential Tariff in whole or 
in part. from any country to which it has been extended” .22"."5 Pursuant torenis 
clause, the Minister has asked the Board, under Reference 158, in addition to 
conducting a general inquiry into extension of GPT benefits, also to carry out 
inquiries into petitions requesting withdrawal of such benefits to safeguard 
Canadian producers from injurious GPT imports. The Minister indicated in his 
letter that the government will be introducing legislation to change the 
current safeguard provisions. Apart from this step, however, Canadian pro- 
ducers can also initiate actions under the Anti-dumping Act or the Counter- 
vailing Duty Regulations. 


THE BOARD'S APPROACH AND PROCEDURES 


The Board's approach to this inquiry was largely determined by the 
time constraints imposed by the Minister's deadline, the broad nature of the 
reference, and the adverse impact criterion laid down by the Minister in his 
terms of reference. Annex B comprisés:) 95 tarifivatems and Some sl,200 indivi— 
dual goods. With much of the necessary data at that level of commodity detail 
being confidential and thus available from individual firms only, the deter- 
mination of the impact of extending GPT benefits for all items and commodities 
would have required a data-gathering and an analytical effort well beyond the 
resources of the Board, given the Minister's deadline. 


Therefore, in order to reduce its task to manageable proportions, the 
Board decided to concentrate its investigation mostly on those tariff items 
and goods with respect to which Canadian producers claimed that the proposed 
reduction in duties on imports from GPT countries would affect them adver- 
sely.», This-=.was,) moreover, (an/papproach® which Goducided with thes Ministers 
criterion, that he would not propose GPT tariff changes or improvements unless 
it were determined that Canadian interests would not be adversely affected. 
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In line with this approach, a questionnaire was designed for the pur- 
pose of documenting "claims of adverse impact". The questionnaire took in the 
salient factors which are usually considered in the determination of injury 
within the GATT framework for subsidies and dumping as requested by the 
Minister. The questionnaire was accompanied by a brief description of the 
procedural steps involved in presenting a claim, a complete nomenclature of 
all referred items, together with current BP, MFN and, where applicable, GPT 
rates of duty, as well as scheduled reductions in these rates resulting from 
the latest Multilateral Trade Negotiations, and the GPT rates proposed by the 
Minister. This, together with data on total Canadian imports and imports from 
GPT countries for each tariff item referred to the Board, was made available 
to interested parties in the form of a background paper. 


Inasmuch as private data and information contained in the question- 
naires are at all times treated with utmost confidentiality by the Board, and, 
therefore, cannot be made available to other interested parties, all claimants 
were also requested to submit non-confidential briefs. These submissions, in 
accordance with standard procedures for the Board's inquiries, were circulated 
in advance of the public hearings to all affected GPT countries, as well as to 
all claimants who had submitted briefs concerning the same goods. 


Notification 


As required under the Tariff Board Act, the central feature of this 
investigation was the public hearing. Public hearings offer an opportunity to 
Canadian producers to present their claims of adverse impact, and to other 
interested parties -- importers, consumers and GPT countries -- to place 
before the Board their comments and opinions disputing or supporting such 
claims. 


The Board, as required by law, notified the public about hearings 
concerning claims under Annex B by placing a Notice in the Canada Gazette on 
February 21, 1981 (Notice R-208, see Appendix III). Moreover, to ensure the 
broadest possible coverage, notices were published in a select number of 
newspapers across Canada. Furthermore, by direct mailing, the Board informed 
relevant federal departments, provincial governments, all embassies of GPT 
countries, various producers' and importers' associations and a large number 
of individual companies. Various organizations, notably the Canadian 
Manufacturers! Association and Canadian Importers Association Inc., greatly 
assisted the Board by placing notices in their associations’ publications as 
well. 


In response to this publicity, the Board received some 90 requests 
Por soacksround Vand other™ materials. siheser requests jledi to scliaims. both iin 
support of the Minister's proposals, as well as of likely injury or a threat 
thereof if such proposals were implemented, and covered 33 tariff items. 
These claims were heard before the Board in the course of 1981. 
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In the instances where the claims were presented by an association, 
6.2., the Graphic Arts: “Industries Association, “such Claims “covered” more 
manufacturers than the mere number of claims would imply. In the case of the 
Graphic Arts Industries Association, about 780 firms were represented. 


Public Hearings 


Public hearings were held in Ottawa on May 27, September 14 and 
November 16-17. The latter hearing was extended to accommodate claims which 
were late in arriving. These claims were heard on December 3, 1981. 


SUBMISSIONS 


The following submitted briefs and attended public hearings, 
addressing the Board in some instances on their own behalf, that of their 
clients, or jointly with ‘other’ claimants; 


*APMA, Automotive Parts Manufacturers! Association of Canada, Toronto, Ontario 
*American-Standard, Division of Wabco-Standard Inc., Toronto, Ontario 
*Armstrong World Industries Canada Ltd., Montreal, Quebec 
*#Asbestonos Corporation Limited, St. Lambert, Quebec 
Association of Canadian Distillers, Ottawa, Ontario 
Arthur L. Brunette Ltée, Montreal, Quebec 
*BASF Canada Inc., Ville St. Laurent, Quebec 
Blaiklock Incorporated, Montreal, Quebec 
Borden Chemicals, Division of the Borden Company Limited, West Hill, Ontario 
*Canada Packers Inc., (Chemicals Division), Mississauga, Ontario 
¥Canadian Acoustical Ceiling Products Manufacturers Association (C.A.C.P.M.A.) 
Ottawa, Ontario 
Domtar Inec., Montreal, Quebec 
Fiberglas Canada Inc., Toronto, Ontario 
Masonite Canada Inc. , Gatineau; Quebec 
Canadian General Electric Company Limited, Toronto, Ontario 
*Canadian General-Tower Limited, Cambridge, Ontario 
*Canadian Horticultural Council, Ottawa, Ontario 
*Canparts Automotive International Ltd., Cambridge, Ontario 
*Certified Brakes - A Lear Siegler Company, Rexdale, Ontario 
Chemacryl Plastics Limited, Rexdale, Ontario 
Corporation House Ltd., Ottawa, Ontario 
*Crane Canada Inc., Montreal, Quebec 
Croda Canada Limited, Toronto, Ontario 
*Cuba, Government of the Republic of Cuba, Havana, Cuba 
*Cyanamid Canada Ine., Willowdale, Ontario 
Design Dynamics Ltd. , Oakville, Ontario 
*Distex-SNA Ine., Montreal, Quebec 
*Dominion Colour Company Limited, Toronto, Ontario 
*Domtar Construction Materials /ARBORITE(R) Products.= Lasalve, Quebec 
*Domtar Inec., Roofing and Fibre Products Division, Montreal, Quebec 
*Durolam Limited, St. Jovite, Quebec 
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*Dyeco Limited, Kingston, Ontario 

*Eastern Pottery, Division of Waltech, Inc., Cornwall, Ontario 
Embassy of Brazil, Ottawa, Ontario 

Embassy of the Republic of Cuba, Ottawa, Ontario 

Embassy of Mexico, Ottawa, Ontario 

Embassy of the People's Republic of China, Ottawa, Ontario 
*Emery Industries Limited, Toronto, Ontario 

Esso Chemicals Canada, Toronto, Ontario 

*Flowers Canada Ine., Guelph, Ontario 

*Graphic Arts Industries Association, Ottawa, Ontario 
*Greening Donald Co. Ltd., Hamilton, Ontario 

Herridge, Tolmie, Ottawa, Ontario 

Johnson & Johnson Inc., Montreal, Quebec 

*Kendall Canada, Division CKR Inc., Toronto, Ontario 

Lawson & Jones Limited, London, Ontario 

*Martin-Black Ine., Pointe-Claire, Quebec 

*McGaw Manufacturing, Division of McGaw Supply Ltd., Brantford, Ontario 
Mintex Canada Limited, Rexdale, Ontario 

Nordfibre Company, North Bay, Ontario 

Perley-—Robertson, Panet, Hill & McDougall, Ottawa, Ontario 
*Pfizer Canada Ine., Pointe-Claire, Quebec 

PRG alndustries Canada Ltd, foronto,, Ontario 

Quebec “Trailer Ine., St. Laurent, Quebec 

#RCA Inc., Midland, Ontario 

*Raybestos Canada Inc., Peterborough, Ontario 

Royal Bank of \Canada, Kitchener; Ontario 

*Smith & Nephew Inc., Lachine, Quebec 

Tanners Association of Canada, Kleinburg, Ontario 

*The Society of the Plastics Industry of Canada, Don Mills, Ontario 
*Union Carbide of Canada Limited, Toronto, Ontario 

United Alternator and Starter Limited, Rexdale, Ontario 
*Wire Rope Industries Ltd., Pointe-Claire, Quebec 

¥Wrights Canadian Ropes Ltd., Richmond, British Columbia 


Note: 


(*) Submitted individual briefs and also attended public hearings. 


FACTORS CONSIDERED 


Following the guideline of the Minister that he "... would not want 
to propose such changes or improvements (to the GPT scheme), unless it were 
determined Sthatbe Canadian anterests twould” note oe “adversely vaffected asa"). the 
Board has concentrated its investigation and inquiry on those goods and tariff 
items for which Canadian manufacturers opposed the proposed extension of GPT 
benefits by presenting claims to the Board. 
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Such claims of adverse impact were then examined against those 
economic factors generally recognized as relevant to a determination of injury 
under the GATT with respect to dumping and subsidies. Accordingly, the Board 
considered such factors as sactual and potential “decline, in’ output, scales, 
market share, profits and productivity. Inasmuch as adverse impact in’ these 
terms must be related to GPT imports only, the Board examined in particular 
evidence on the share of total Canadian imports and the share of the domestic 
market supplied by GPT-country imports. Fors (Group <i etarifiie “items, Sthose 
already provided for under the GPT, the trend of GPT imports since 1974, the 
year in which the GPT was introduced, was deemed to be especially relevant. 


Furthermore, the Board also took due notice of world-wide conditions 
pertaining to those sectors of Canadian industry affected™ by the "Minister's 
proposals, e.@<,.. Gnenicalse. The international competitive position of an 
industry, as illustrated by its balanee “between imports and ~exports, was 
another relevant factor. 


The Board was also influenced by the depth of the tariff cut proposed 
by the Minister. This was a concern especially for Group il) var fp stems, 
where the current GPT rate is already one-third less than the MFN rate, and 
where the Minister proposed a reduction of the remaining two-thirds to Free. 
A similar concern applied to Group I items where the current BP rate is Free, 
and where inclusion under the GPT would, thus require a reduction to Freevas 
well. On. the other hand, the Board also took note Uthat’ for somertaritf a tens 
the BP and MFN rates were scheduled to decline to Free by 1987, as a result of 
recent Multilateral Trade Negotiations. An immediate reduction in the GPT 
rate would, therefore, simply accelerate, with respect to imports from GPT 
sources, the "scheduled" loss of protection already faced by Canadian manu- 
facturers.  ForGPT suppliers; such “a reduction ato ithe souvset. provides san 
improved margin of preference. This margin, though, will decline as scheduled 
reductions in MFN rates take effect. 


In addition, there are a number of referred tariff items in Schedule 
man. Group XiL, of the Customs. “Tariii. concerning products “of the chenicar, 
plastics and allied industries, where GPT imports are dutiable under the 
permanent statutory item, but where the effective rate is Free by way of a 
temporary rate reduction. In these instances, the Board is of the opinion 
that the Minister sought the Board's views and recommendations with respect to 
permanent rates only, as with all other referred tariff items. 


The Board found that all submissions opposing GPT extension were 
characterized by a concern about the impact of GPT imports in the future. Few 
submissions based their objections to the Minister's proposals on an adverse 
impactrl rom Pecurreny Sob aeampar us. This fear or apprehension concerning GPT 
imports was expressed in terms of lower labour costs, lower material costs, 
lower social security costs, lower labelling costs, the absence of pollution 
abatement costs, ready access to capital and technology, world-scale of pro- 
duction, subsidies, etc. Frequently, mention was made of new capacity already 
in place in GPT countries, or presently being installed, or being planned. 
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Many of these factors, acknowledged to be operative currently, were, in most 
eases; admittedly not [visible Gn “current: GPT. imports. However, claimants 
feared that they would result in rapidly rising imports once tariff protection 
against such imports were reduced or totally eliminated. Concern was also 
expressed on occasion about the impact of the proposed tariff reductions on 
the domestic price structure and the financial viability of Canadian producers. 


Most frequently identified sources of allegedly injurious GPT imports 
WeressLne snepublicwofs Korea, (India, Brazil, Mexico; Hong Kong, Israel, the 
Philippines and the People's Republic of China. This order, it should be 
noted, also prevailed in hearings for Annex A. 


As in earlier hearings, some of those appearing now before the Board 
were of the opinion that newly industrialized countries should no longer be 
beneficiaries of the preferential access provided under the GPT. In their 
view, such benefits should, instead, be accorded to the least developed of the 
developing nations. Thus far, however, GPT country-specific action has not 
been the practice in Canada. The Board notes, though, that the Minister has 
proposed in his latest Budget to eliminate the duties on goods covered by the 
GPT when imported from the least developed of the developing countries. He 
stated further that these tariff reductions form an important part of Canada's 
contribution to the coneerted efforts of the world's developed economies to 
promote the growth and development of developing nations. 


The Board, however, did not deem that an apprehension or fear of 
adverse impact was sufficient in itself in arriving at a recommendation to the 
Minister not to proceed with his proposals. The Board was of the opinion that 
such action required some tangible evidence of an existence of a real threat, 
such as existing and developing capacity in GPI countries, large or rapidly 
rising imports from GPT countries elsewhere, e.g., into the United States, a 
concentration of such imports among two or three suppliers, an increasing 
level of GPT penetration of the Canadian domestic market and fragility and 
vulnerability of the domestic industry. In the absence of such evidence, the 
Board could not reasonably conclude that an adverse impact was likely. 


In the event that the proposed extension of GPT benefits should 
result in an increase in GPT imports deemed injurious, manufacturers can in 
any case avail themselves of the right under this reference to petition the 
Board for safeguard action. In addition, Canadian producers can also initiate 
actions under the Anti-dumping Act or the Countervailing Duty Regulations. 


In order to fulfill its mandate, the Board examined all tariff items 
for which no submissions were tendered, so as to determine whether any cases 
existed where adverse impact or a threat thereof was apparent. The Board 
reviewed trade data to determine the importance of GPT-country imports 
relative to, total imports. Where imports from GPT countries comprised a 
substantial percentage of total Canadian imports or were found to be growing 
rapidly, evidence was also examined concerning the vercentage of the domestic 
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market supplied by GPT imports to determine the extent of the penetration, and 
the likelihood of an adverse impact should the GPT be introduced or the 
existing GPT rates reduced’ to Free. 


The Board concluded in most cases that the very absence of such 
opposition was strong evidence that the Minister's proposals were unlikely to 
affect Canadian interests: adversely, and recommended extension of GPT benefits 
in such instances. However, where the Board's own analysis indicated a deep, 
or rapidly rising, penetration of the domestic market by GPT imports, the 
Board recommended that the existing rates be left unchanged. 


THE BOARD'S RECOMMENDATIONS CONCERNING CLAIMS RECEIVED AND HEARD 


This section contains the Board's summary findings, conclusions and 
recommendations on the 33 tariff items which were the subject of claims of 
adverse impact. The recommendations for these 33 tariff items will be 
summarized in the following section, together with the recommendations of the 
Board for the remaining 62 items for which no claims of adverse impact were 
received. 


The -current BP, “MFN and “GPT! rates’ “presented Pin’ “ther following 
summaries are those in effect as of January 1, 1982. For tariff items whose 
MFN rates will be reduced as a result of the recently-concluded Multilateral 
Trade Negotiations (MTN), the BP and MFN rates in effect on January 1, 1987, 
are shown as well. im calculating® GPR "current trates Por a1907 seat iewas 
assumed that the GPT system would be renewed in 1984 on its present basis. 
For those items for which a GPT rate is being set by statute pursuant to the 
November 12, 1981 Notice of Ways and Means Motion (Schedule I), it was assumed 
that the rate would continue to apply. In very few cases, this procedure 
resulted in a GPT rate higher than the MFN and BP rates in effect in 1987. 
For those items whose present GPT rate is established in accordance with the 
formula [subsection (2) and (7) of section 3.1] the formula was applied to the 
BP and MFN rates scheduled to be in effect in 1987. The proposed GPT rates 
for 1982 and 1987 for Group I items, at present not provided for under the GPT 
schedule, are formula rates as well. The alternative proposal of the Minister 
of extending the GPT to these items at Free is not shown. 


It should also be noted that in many instances referred tariff items 
covered many individual goods at the 7-digit Canadian International Trade 
Classification (CITC) level. Claimants were frequently interested in one or 
two specific goods only, rather than the whole tariff item. Therefore, 
discussion and recommendations often refer to such individual goods and not 
the whole -tarit?t atemn These instances are duly detailed. The recommen- 
dations in the text do not, however, cover the details) of implementation: 
That is, if a specific good is to be extracted for separate treatment, the 
recommendations do not describe the procedures involved in carrying out these 
changes. Such details, to avoid repetition, are shown only in the Summary of 
the Board's recommendations. 
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The Board can recommend that a good be included for the first time in 
the GPT system at the formula rate, at Free, or at a rate within these two 
limits, or not included as proposed. For the goods already under the GPT, the 
Board can recommend a reduction to Free or to a rate below the current rate 
but above Free. Finally, the Board may recommend that the rate be not reduced 
from the current level. This does not mean that the rate would necessarily 
remain unchanged. Where the MFN rate will decline in accordance with the 
scheduled,.i1mplementationsof, the MIN concession prates,,/GPT rates tied*by the 
formula to the. MFN rates will continue to decline as well. 


Groupe ls Apricultural Products 


Tariff Item 7803-1 


GPT 
BP MFN Current Proposed 

780 3-1 Hydrangeas and other pot- 
grown - plants, Ts GieDies? 
buds; .«seLrons,, and.,other 
SLOCKs = (Or. ;SsrahGing aor 
budding purposes, 
neO.ps3 “bulbs, corms, 
tubers, rhizomes and 

dormant roous 201.0 .De s « Free iris 6a peer - Free 

BECeCUIVG i .ceseamices l/l /oy Free TOS Ones - Free 


Claimant: 
ie Canadian Horticultural Council on behalf of Flowers Canada Inc. 


The tariff item contains three clauses; thespiusest “ireferring © to 
hydrangeas and other pot-grown plants, n.o.p., the second covering buds, 
scions and other stock for grafting or budding purposes, while the third deals 
with bulbs, corms, tubers, rhizomes and dormant roots. All these goods are 
dutiable under the MFN schedule at 11.6 p.c. The BP rate is Free, and there 
is no rate under the GPT schedule. The same goods are eligible for free entry 
under tariff item 7804-1 when imported by Canadian florists and nurserymen 
"for bona fide forcing or growing on prior to disposal". Tariff item 7803-1, 
therefore, provides the growers with protection against imports from MFN 
countries by retailers and consumers. The proposed extension of the GPT at 
Free (Free because the BP already carries no duty) would, therefore, remove 
that protection with respect to all the described goods when imported from GPT 
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countries. The Council had no objection to the proposal for clauses two and 
three, but recommended non-extension of GPT benefits to hydrangeas and other 
pot-grown plants n.o.p. 


The Board found that imports of the pot-grown plants at issue from 
GPT countries under 7803-1 have been sporadic and negligible. Moreover, from 
available evidence it could not be concluded that such imports would expand 
rapidly should the tariff item be brought under the GPT scheme at Free. Tech- 
nical difficulties with supplies, regulations enforced by Canada Agriculture 
with respect to such imports, and problems with transportation and distribu- 
tion militate against such a development. 


In the absence of extensive actual imports as well as of evidence of 
a potential threat should the GPT extension to :ithis tariff item be imple- 
mented, the Board recommends that tariff item 7803-1 be extended free entry 
under the GPT scheme. 


The Council also proposed to delete paims, ferns, rubber plants and 
araucarias from tariff item 7801-1, where they enter free of duty, except 
under the General Tariff, and to add these specifically-named potted plants to 
tariff items 7803-1 and 7804-1. Such a change would make them dutiable when 
imported by consumers and retailers, and duty-free when imported by Canadian 
florists and nurserymen. The Board concludes that this matter is not within 
its mandate because tariff items 7801-1 and 7804-1 are not within the terms of 
Reference 158. 


Tariff Items 14203-2 and 14305-1 


GPT 
BP MFN Current Proposed 


Tobacco, unmanufactured, for 
excise purposes under condi- 
tions “of ‘the “Excise AcUS> sub— 
ject to such regulations as may 
be prescribed by the Minister: 


NeOeDieis 


a/ 
14203-27— Unstemmed, when __im- 
ported by cigar manufac- 


turers for use exclusi- 


vely in the manufacture 


of cigars in Cher "own 
factories eeeeeper pound LZ. oeuse Tle. o- Cus. - 3.33 cts. 
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Ger 
Be MFN Current Proposed 
14305-1* Cigars, the weight of the 
bands and ribbons to be 
included in the weight 
HORBUUCY® 6 s'e's'els per pound $1.45 $1.45 - JO.le ets. 
and LO pe Ce LOO AC's ~ 65 Die Ce 


Notes; 


aymeroe duty under the noted item “shall be levied on the basis of “Standard 
leaf tobacco" consisting of ten per cent of water and ninety per cent of 
solid matter. 

eyeeeoecceion 2); of the Customs Tariff provides for an additional. duty which is 
equivalent to the excise duty. 


Claim Entered in Support of the Proposal: 
Le Government of the Republic of Cuba 


The two tariff items are being handled jointly because the goods they 
cover are very closely related and, also, because the claimant in support of 
the proposed extension presented his case for the two tariff items together. 


Canadian cigar manufacturers import Cuban cigar leaf tobacco under 
tariff item 14203-2 for the exclusive use in their own plants to improve their 
product. A reduction in the rate of duty on such imported raw material would 
benefit Canadian producers. The brief highlighted this point. 


In respect to cigars proper, Cuban cigars are "non-competitive" when 
compared to similar Canadian products. Cuban cigars are completely different 
as to the blend, taste, and even the manner of manufacturing. 


In ’view Of the fact that, despite moctvification, no Canadian producers 
claimed before the Board that the implementation of the proposed inclusion 
under “the’ GPI. would result” in an adverse impact, or a threat of such an 
impact, the Board concludes’ that the proposed extension would not adversely 
affect Canadian producers. Therefore, the Board recommends that tariff items 
14203-2 and 14305-1 be included under the GPT system at formula rates, as 
proposed. 


elie 
Group I: Liquors/Spirits, etc. 


Tariff Items 15605-1, 15610-1, 15630-1 and 15635-1 


PS I el tn nh a Pe Lee Oe eS ee 


GPT 
BP MFN Current Proposed 


15605-1* Whiskey .....per gallon of 
the strength of proof 20 ONCtS..-*30.00Cuse - 25.9-ets4 


Effective eeoeoeneveeveee 1/1/87 20 cts. 20 Cis = bee ras, etsa 


15610-1* Gin eOUCRR ONO Cho Cr O21 © gallon of 
the strength of proof 3028. "CCS M465 Shots - 25.9 cts¢ 


EPPEeCLive we cask cess a7 on COmCeST. 20 -Ctss - be. 3 Cts 


15630-1* Spirituous or alcoholic 
Liquors; NO Dies ab- 
sinthe, arrack or palm 
spire. artificial 
brandy and imitations of 
brandy, nv0.p.; cordials 
of all “kinds, “n.0.D., 
mescal, pulque, rum 
shrub, schiedam and 
other schnapps; tafia, 
and alcoholic bitters or 
beverages, n.O.p.; and 
WineS, 1.0.p.5) Contain-= 
ing more than forty per 
cent of Oproof {spirit « 
per gallon fo the 

strength of proof Slienets.. Sins) crs. - 54.2 cts} 


Effectiveneweee ce eee oT 50 cts. SOnetss = 33 736etsi 


15635-1* Vodka ...per gallon of the 
strength of proof Ol. Shetstmtiailaomecs. - 54.2 ects. 


Effective. teseterereL Ayer BOGCtS. BOeatse - 33.3: ets} 


Note; 


*/ Section 21, of the Customs Tariff provides for an additional duty which is 
equivalent to the excise duty. 
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Claim Entered in Support of the Proposal: 
AL Association of Canadian Distillers 


The Association supported the proposed extension of the GPT to 
imports of goods covered by the referred tariff items, noting in the process 
its approval of government policy to encourage imports from GPT countries. 


Therefore, since the Canadian industry does not oppose the extension 
of the GPT, the Board recommends that the GPT benefits be extended to these 
tariff items at formula rates. 


Group sls  Blectrical 


taritt’ Item 445421 


GPT 
BP MFN Current Proposed 


4YS4o-1 Electron tubes, except 

X-ray tubes; 

Bases, beaded assemblies, 
cages, guns, mounts, 
stems and wire-wound 
grids, “alls for use” "in 
the manufacture of elec- 
tron tubes,,i*except X=ray 
LANES teres teMade: a's wlelele sree « Free 12.0. p.@s = Free 


Effective Meee ee LOT Free 9.2 p.Ce a Free 


Claimant: 
a5 4 RCA LENC?. 


The goods subject to the claim of adverse impact if the GPT were 
extended at Free are colour television tubes. Since these goods form part of 
the inquiry under Reference 160 which started after the hearings for Annex B 
were completed, and which will continue after the present report has been 
forwarded to the Minister of Finance, the Board will make its recommendations 
on tariff item 44542-1 when reporting on Reference 160. 


a nae 


Group II: Liquors/Spirits, etc. 
Tariff Items 15615-1 and 15620-1 


GPT 
BP MFN Current Proposed 


15615-1* Rum, n.o.p. ....-per gallon 
of the strength of proof 50 ets $1.63 


The produce of a country 
accorded the benefits 
of the British Prefe- 
Pent ial, ars Elemis 
per gallon of the 
strength of proof Free 


The produce of a country 
accorded the benefits 


of the Most-Favoured- 
Nation Tar ist tars cutee scecs 


per gallon of the 
strength of proof 1.50 Free 
BELCCTIUV CG. erowrecies LL 50 Cte $1.00 


15620=1"% Brandy .....<...ber gallon 
of the strength of proof Sl 3 4etsn IOISSNCUsngbO eccs. Free 


Prt eGulV Gus sieieia ew oa 50 (CEs. 50. cts. 50 eus-. Free 


Note: 

#/ Section 21, of the Customs Tariff provides for an additional) duty which is 
equivalent to the excise duty. 

Claim Entered in Support of the Proposal: 
We Association of Canadian Distillers 


As in the earlier instance for similar goods in Group I, the Associa- 
tion supported the proposed reduction of the GPT. 


Therefore, in the absence of any opposition, the Board recommends 
that the GPT rate on tariff items 15615-1 and 15620-1 be reduced to Free. 


Group) Lis 


Tariff Items 19200-1 and 19200-2 


Tarred paper and prepared roofings 


(including shingles), 


fibre- 


board, strawboard, sheathing and 


insulation, 


manufactured wholly 


or in part of vegetable fibres, 


if Ce OH blotting paper, 
printed nor illustrated: 
19200-1 
Effective 
19200-2 Building papers 
building paper 
whether or not 
or saturated, 
ive) size or 
fibreboard, 


board, sheathing 
insulation, 


not 


not 


Other than the following.. 


Riel atarereiee sre ly LO ©. 


and 


felts, 
coated 


Cut 


shape; 
straw- 


and 


manufac- 


tured wholly or in part 


of vegetable fibres, 
T.Ospeeenotmout. Tosmize 
or shape; blotting 
paper. psnoOUScuLy to esize 


OPUshapeasie4.ec' ai al ss etete tats 


Effective 


Claimants: 


1. Domtar, Inc. ,; 


kets ofStel's herliey) BuO. 


= ehia 


Building Materials/Products 


GPT 


BP MFN Current 
Wwe Cet (le eb sOe Os5a ps Cr 
(Oe giao 0 eitpec Cups 
Wha Gi Sp Clagay ple): eBags eC egyieJss 5) IDC 
6 5D ce 635 epee. lnpiee « 


RooringsandaeFibresProducts abDivision, 


Proposed 


Free 


Free 


Free 


Free 


joined by Nordfibre Company, concerning decorative ceiling tiles 


and lay-in panels 


fe Canadian Acoustical Ceiling Products Manufacturers Association, 


(C.A.C.P.M.A.), for its members: 


Domtar Inc. 


Fibreglas Canada,,..Inc. 


Masonite Canada, 


ines, mconcerningvacoustical, tiles 


a foes 


The goods subject to the claim of adverse impact if the GPT rate were 
reduced to Free as proposed, are decorative ceiling tiles and lay-in panels 
when cut to size (tariff item 19200-1) as well as uncut (tariff item 19200-2), 
and acoustical tiles imported under these two tariff items. 


Prior to 1980, all ceiling tiles and lay-in panels, together with 
other building materials, were imported under tariff item 19200-1. Taritn 
item 19200-e covering, in part, tiles and panels not cut. to size or Shape, was 
introduced in 1980. Tiles and panels cut to specified sizes remained in the 
tariff item 19200-1. Both tariff items were referred to the Board. 


The manufacturers of ceiling tiles and lay-in panels on whose behalf 
Domtar iIne., Roofing and Fibre Products Division? presented- thes claim of 
adverse impact, produce in the main standard tiles for long established 
markets. Domtar Inc., was joined in its claim by Nordfibre Company. Demand 
for such tiles has been declining with the development of new products. 
Recently developed ceiling tiles contain mineral additives which make them 
thermally more efficient and impart better fire-retardant characteristics as 
compared with standard tiles. 


The tiles with mineral additives are produced by members of 
C.A.C.P.M.A. Such tiles are manufactured by adding Perlite to the basic mix 
to yield fire-proof material. The same raw materials are used as for standard 
tiles. 


At the same time as the use ofthese new Giles? as (growing, 
independent demand for decorative ceiling finishes is emerging as well. Such 
decorative ceiling tiles are replacing more standard non-decorative ceiling 
tiles and lay-in panels. 


The industry is adapting itself to these changes while facing esca- 
lating costs. In particular, production costs are increasing because alter- 
native uses are being found for the basic raw material from which ceiling 
tiles and lay-in panels are manufactured. 


Past imports’ -intovCanada from GPT countries of) ceiling’ tile? products 
have been sporadic. However, shipments from Mexico and Brazil to the United 
States, a comparable market, have grown in recent years. Brazil has a parti- 
cular cost advantage over other producers by using bagasse as raw material, 
low-priced because no extensive alternative use has yet been found for this 
by-product of sugar cane processing. Production costs are low for that reason 
alone. In addition, favoured treatment of Brazilian exports by Brazilian 
shipping lines provides still another source of cost advantage. 


Moreover, with respect to new products, or tiles with mineral addi- 
tives, notably Perlite, existing production facilities in GPT countries can be 
readily converted at little cost to include such additives in the basic mix. 
It was noted by claimants that Mexico produces Perlite. 


OO ae 


Ine GxvenGol sether proposed ereductionm to “Free iin the. existing GPT 
Pore eioiperOn> Mbeee i vand Oh). 5eup.c.,@ifore taritf witems © .19200—1 <and 19200=2 
Bespechively ye Must bemtakens intomaccount, asGwells. This’ results “inva signi- 
ficant advantage for GPT exporters to Canada in comparison with domestic 
Suppliers of the Canadian market. 


The Boardsiconeludes) that these factors,” taken together, “represent 
evidence of a tangible threat to Canadian producers should the proposed reduc- 
tion be implemented. 


Therefore, the Board recommends that a separate provision be made for: 


Tae eproducrssmanuracturea’ wholly or lin 
part sof! bvegetable: «fibre, designed» for 
Cobuint mise 90.0. P.s5 whether or not. cut 
Loti exoreshape: ..:." 


to) which the proposed reduction in the GPT rate would not apply. 


Because no claims of possible adverse impact have reached the Board 
concerning other goods covered by tariff items 19200-1 and 19200-2, the Board 
recommends’ that for the remaining goods under these tariff items the existing 
GPierates: be reduced to Free. 


Tariff Item 28900-1 


GPT 
BE MFN Current Proposed 


28900-1 Bathns.af bathtubs. basins, 
closets, eloset. seats 
and covers, closet 
tanks, lavatories, uri- 
nals, sinks and laundry 
tubs of earthenware, 
SLONE amcenent, | “clay vor 
other material, n.O.p... Lee De Cit PLO «Cs PO! Bits Free 


BT REGUS bite iivine oe ofall /-/O DD C SSID Oe: wet ple Cs Free 


Claimants: 


se American-Standard, Division of Wabco-Standard Inc. 
Qe Crane Canada Inc. 
a6 Easterns Pottery, Division of Waltechyieine. 


The goods subject to the claim of adverse impact, if the GPT rate of 
10 p.c. were reduced to Free as proposed, are toilet bowls, tanks and 
bowl-tank combinations made of vitreous china. 


= 210) - 


The three claimant companies together comprise the bulk of Canadian 
production of vitreous china toilet bowls, tanks and bowl-tank combinations. 
Production is concentrated in Quebec and Ontario, with some manufacturing also 
taking place in British Columbia. 


The Canadian market for products under the claim depends mainly on 
new construction activity, and to a lesser extent on replacement. During the 
past decade the market has witnessed a continuing decline, recently 
accompanied by rapidly increasing imports from Mexico. Mexican goods are 
alleged to have captured a large segment of the low quality, low-priced 
portion of the market. This segment is alleged to be particularly price 
sensitive. it is proposed; moreover, to reduce the GPT rave from the weurckent 
10 p.c. to Free, which, given the alleged price sensitivity, would give GPT 
imports a significant advantage over domestic suppliers of the Canadian market. 


In view of the impact already in evidence, the Board concludes that 
the proposed reduction of the GPT to Free for toilet bowls, tanks and bowl- 
tank combinations made of vitreous china should not be implemented, and so 
recommends. 


The .claimants: did not. express” any? interest and ‘did noteonijcer toma 
reduction to Free in the GPT rate for the rest of the goods coming under 
tariff item 28900-1. Nor were any other claims of adverse impact presented 
before the Board. Therefore, the Board recommends that for goods other than 
toilet bowls, tanks and bowl-tank combinations made of vitreous china coming 
under tariff item 28900-1 the GPT rate be reduced to Free. 


Groupsil; (Papers/Paper Products/Printed Matter 


Tariff Items 17800-1, 18000-1, 18030-1 and 18200-1 


17800-1 Advertising and _ printed 
matter, viz.: Adverti- 
Sing pamphlets, adver- 
tising show icerds,.5.1)— 


lustrated advertising 
periodicals; price 
books, catalogues’ and 


price lists; advertising 
almanacs and calendars; 
patent medicine or other 
advertising eirculars:, 
fly sheets or pamphlets; 
advertising chromos, 
chromotypes, oleographs 
or like work produced by 


17800-1 


eeont’.) 


18000-1 


18030-1 


18200-1 


any process other than 
hand painting or draw- 
ing, and having any ad- 
vertisement or adverti- 
Sing matter printed, li- 
thographed or stamped 
thereon, or attached 
thereto, including ad- 
vertising bills, folders 
and» =posters,, or’ otner 
similar =sartistie«swork, 
bithographed, "printed or 
stamped on paper or 
cardboard for business 
or advertisement’ pur- 
poses, 1.0.p., per pound 

but not less than 


Effective Sade dee tele soT 
per pound 
but not less than 


Photographs, chromos, 
chromotypes, artotypes, 
oleographs, paintings, 


drawings, pictures, en- 
SRavinesevor) sprinvsesaor 


proors therefrom, and 
similarvaworks Prof cant; 
neO-D. eee0e922e2e?e eeeeoee9#2ee 


EPreCulVvemwee seas nea LOT 


Plans and drawings, re- 
lated specifications, 
any substitute therefor, 
reproductions of che 
foregoing, “neO.p.; maps 
BANOweONaAriGS lls «le versie wis 


Bmmectinve: i aloe m6 4 T/L TOE 


Music for mechanical piano 
Die Ver S i.e ea cs aie ais teele «6 


PPECGUIVG (ces teste sie LLL /OT 


=f one 


5 Cesk 


12.5 DPeCe 


[eNotes 


le. Sepec. 


LO ep a 


MFN 


6625 yous. 
OS Pe ers sa 


LOS ee Os 


PUES SND «ee 


LESS: DC 


LOS 2 Pee. 


be OO. Ce 


ere heir 


GRE 
Current 


5. OWS5 


LOO. 


(25 Dec’. 


oO SS epeIC.. 


665) De. 


Ea Ore 


Sica. Dis Cis 


Proposed 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


S029 ge 
Claimants: 
i. Graphic Arts Industries Association 


Having examined the tariff items under the present heading, the 
Association stated that it did not object to the proposed reduction of the GPT 
rate to Free. GPT import penetration is negligible. In the absence of any 
other claims of adverse impact, the Board, therefore, recommends that the GPT 
rate for tariff items 17800-1, 18000-1, 18030-1 and 18200-1 be reduced to Free. 


Tariff Items 17900-1, 18100-1 and 18105-1 
GPT 
BP MFN Current Proposed 


17900-1 Labels for cigar boxes, 
trices, vegetables, 
meats, fish, confection- 
ery or other goods or 
wares; shipping, price 
or” Other taes, “Cickets 
or labels, and railroad 
or other tickets, whe- 
ther lithographed Ole 
printed, or partly 
printed, lie Ons 5 the 
foregoing not including 
labels of textile fibres 
OF shire menitecme ectercreatere om 15). hep. C SEe6. (Ap. Conn i lenac. Free 


BLTeobivc..icasrceaares 1/1/87 1138p 2c. tel eae c.e soan<c. Free 


Tickets issued by rail- 
way systems in the British 
Commonwealth (not includ- 
ing railway systems oper- 
ating “in® Canada); eshald 
be exempt from customs 
duty, when produced _ in 
countries entitled to thie 
benefits! sof) they British 
Preferential Taritr. 


22 


Ger 
BP MFN Current Proposed 


18100-1 Banks notes, bonds, bills 
of exchange, cheques, 
promissory notes, drafts 
and all similar work, 
unsigned, and cards or 
other commercial blank 
forms printed or litho- 
graphed, or printed from 
steel or copper or other 
plates; printed matter, 
Fic Old) Miele Gere olelelele's olelele.s « Ibe ODeCanelLOa?r D.C eablap Jc. Free 


EPheckivese. tei. <b 1/87, iT esepece nel le3) pees. 4he> sex. Free 


18105-1 Pictorial post-cards, 
greeting cards and simi- 
Lareearoistieescards, or 
PONUEESEN } cit cists ws so 8's 157 Dy Ge LOef De Ceikmet ouics Free 


Errectivies <3. ieee L/87 id teaone. 6 0)i43 PeCad shen ip oe Free 


Claimant: 
1. Graphic Arts Industries Association 


The Association claimed adverse impact for these tariff items, for 
which the current rate of 11 p.c. is proposed to be reduced to Free. 


Tariff Item 17900-1 


GPT imports under the reviewed tariff item have advanced in recent 
years less rapidly than production of like goods in Canada. In addition, in 
absolute terms, such imports have been small to date and the rate of growth 
has declined in 1981. In view of this background, the Board concludes that, 
should the GPT rate be reduced to Free, GPT imports are unlikely to grow so 
rapidly as to injure Canadian producers. 


The Board, therefore, recommends that the GPT rate for tariff item 
17900=1 be reduced to Free. 


Spine 
Tariff [tem 18100=1 


Bank notes and stamps covered by this tariff item must by statute be 
produced in Canada. Therefore, the claim concerns other types of printed 
matter included under this tariff item, nm particular’ business rors i) e.25, 
forms for cash registers, continuous forms, computer print-out forms and 
"sets" of forms with multiple copies attached. 


Imports from GPT countries under this tariff item have grown more 
rapidly in the recent past than production ‘in Canada of like goods. In 
addition, penetration from GPT imports is already noticeable at the current 
GPT rate of 11 p.c. In view of the overall import penetration, moreover, the 
competitive strength of this sector of the printing industry appears to be 
rather low at present. The Board concludes that reducing the GPT rate to Free 
could well lead to an adverse impact, particularly if the depth of the 
proposed reduction and the advantage it would give GPT imports over domestic 
supplies are taken into account. 


Therefore, the Board recommends that the GPT rate for tariff item 
18100-1 be not reduced to Free. 


Tariffr Item 16105-—-1 


GPT imports of goods entering Canada under this tariff item, while 
Still small, have been expanding rapidly despite the GPT rate of 1) p.c., sand 
much faster than domestic production of like goods. The present position of 
the domestic industry, therefore, given the existing tariff protection, 
already shows signs of erosion. Although imports from GPT countries slowed 
down in the early part of 1981, the Board concludes that potential for further 
adverse impact is present. 


Therefore, the Board recommends that for tariff item 18105-1 the GPT 
rate be not reduced to Free. 


Group II: Chemicals 
Tariff Items 92915-1 and 92915-3 


92915 - Polyacids and their an- 
hydrides, acid Nalides," saciid 
peroxides and peracids, and 
their halogenated, sul- 
phonated, nitrated or nitro- 
sated derivatives: 


92915-1 


92915-1 


Other than the follow- 


ing eeeeeeeeseestseeeeeee @ 


MEE OUIVG mss cece eT L/ OL 


Temporary rate reduc- 
CLOVIMisessWithy thes<«éex= 


ception of the follow- 
nR eyo 
ROUDe aAGid: 
*Butyl-2-ethylhexyl 


phthalate (butyl 
octyl phthalate); 
*Butyl isodecyl 
phthalate; 
*Butyl isooctyl 
phthalate; 


Dibutyl fumarates; 
*Dibutyl maleates; 
*Dibutyl phthalates; 

Dibutyl sebacates; 
*Didecyl phthalate; 
*Di-(2-ethylbutyl) 


phthalate; 
*Di-(2-ethylhexyl ) 
adipate; 
*Di-(2-ethylhexyl ) 
azelate (dioetyl 
azelate); 
Di-(2-ethylhexyl) 
phthalate; 
*Di-(2-ethylhexyl ) 
sebacate (dioectyl 
sebacate); 
*Di-isodecyl adi- 
pate; 
*Di-isodecyl phtha- 
late; 


*Di-isooctyl adipate 
Di-isooctyl 
azelate; 
*Di-isooctyl phtha- 
late; 


=J05e— 


MFN 


LASD pic. 


te c54p.ce 


OND se Cs 


OUD. Cs 


GPT 


Current 


Proposed 


Free 


Free 


92915-1 


(cont) 


Di-(2-methoxyethyl ) 
phthalate; 
Di(methyleyclo- 
hexyl) phthalate; 
*Dinonyl phthalate; 
*Di-(2-octyl) phtha- 
late (dicapryl 
phthalate) ; 
*Ditridecyl phthalate 
*¥2-Ethylhexyl n= 
deeyl phthalate; 
Ferrous fumarate; 
Lead fumarate, tet- 
rabasic; 
Lead phthalate, di- 
basic? 
Maleic acid; 
¥n-Octyl n-decyl 
adipate; 
¥n-Octyl n-decyl 
phthalate; 
Oxala.e-acid: 
Phathaliervachds 
*Tri-(2-ethylhexyl) 
Creamed MCMC Ce areysrsts. we 
03/06/80 to 30/06/82 


Goods admissible tO 


free entry under 
BELG isl? Preferential 
Taraitt, for use only in 
the manufacture of 
goods described in 
headings 93901 to 


93005 Anelusivew.we. <cee 
03/06/80 to 30206782 


Goods admissible to 
free entry under 
British Preferential 
larity, gion wise Binetne 
manufacture On addi- 
tives for heating, lu- 
bricating and fuel 
OL ES <n viaterelels ara eLelelalakern eis ° 

03/06/80 to 30/06/82 


w6a~ 


Free 


MFN 


Free 


5 


D.C. 


Free 


GPT 


Current 


Proposed 


OT gr 


GEE 
BP MFN Current Proposed 


92915-3 Phthalic: anhydrnidé™. .... Opa Cs L2ey pve.) Mhal psa: Free 


Note: 


*/ Products) under 92915-1 either manufactured by the claimant or claimed to 
be directly competitive with claimant's products, on behalf of which the 
claim of adverse impact is presented. 


Claimant: 
aie BASF Canada Inc. 


The goods subject to the claim of adverse impact, if the GPT rate of 
9 p.c. were reduced to Free as proposed, are marked by (*) in the list of 
goods which comprise tariff item 92915-l1. No such identification is necessary 
for the single commodity tariff item 92915-3, for which BASF Canada Inc., also 
presented a ‘claim before the Board, where the proposed reduction is from 
current 8 p.c. to Free. 


BASF Canada Inc., is the largest producer of plasticizers in Canada 
listed under tariff item 92915-1. The other two known manufacturers are 
Monsanto Canada and Carlew Chemicals. No claims have reached the Board from 
the two latter companies. 


Recent import competition has been confined entirely to non-GPT 
sources. ‘Penetration of the domestic market is already significant, and it 
was also stated at the hearing that of the two non-claimants at least one -- 
Monsanto Canada -- has imported part of its Canadian demand for some years 
from a related company in the USA. Because of the extensive import pene- 
Bravion, che claimant's profitability hasbeen /:adversely affected, ‘and BASF 
Canada Inec., asserted that it is financially and otherwise in a precarious and 
vulnerable position. 


Moreover, the existence has been reported of substantial excess 
Capacity 2n “GPT xcountries “iny much largere-pliants =than, those an’'» Canada. 
Furthermore, in such GPT countries as Mexico, Venezuela, Brazil and Romania, 
the petro-chemical industry of which such plants form a part is aided by way 
of government subsidized feed-stocks. In still other countries, new world- 
scale petro-chemical complexes are being developed with government assistance. 


They Board, etherefore, .concludes that \:an, increase (ine GPT imports is 
probable should the GPT rate be reduced from the current 9 p.c. to Free, as 
proposed. There is little reason to doubt that such an increase would result 
in an injury to the claimant, already vulnerable. 


=o 


‘Therefore, the Board recommends that for the plasticizers entering 
Canada tinder tariff item 92915-1 and subject to the claim by BASF Canada Ine., 
the GPT rate be not reduced to Free. For all other goods which enter Canada 
under tariff item 92915-1 and for which no claims of adverse impact were 
received, the Board recommends that the GPT rate be reduced to Free. 


The claimant is also the sole Canadian producer of phthalic 
anhydride, classified under tariff item 92915-3 when imported. Over the 
years, extensive investment has been undertaken by BASF Canada Inc., in the 
required plant facilities to guarantee a continuous supply of the product. 


Imports of this chemical from GPT countries have been sporadic and 
small in the recent past. They have not had an adverse impact upon the 
Claimant::so far. However, there is extensive evidence in GPT oil-producing 
countries of a build-up of petro-chemical industries which will soon be 
capable of producing phthalic anhydride in large quantity. Extensive exports 
will be required to dispose of the large production from these new world-scale 
plants. 


The Board concludes that the available evidence leaves little doubt 
about injury which would result to the Canadian producer, already in a vul- 
nerable position, should GPT imports increase under tariff item 92915-3 in the 
wake of a reduction in the GPT rate from 8 p.c. to Free, as proposed. 


Therefore, the Board recommends that the GPT rate for tariff item 
92915-3.be not reduced to Free. 


Tariff Items 92916-1 and 93404-1 


ee 
Br MFN Current Proposed 


92916 - Alcohol-acids, aldehyde- 
acids, ketone-acids, phenol- 
acids and other ‘single sor 
complex oxygen-function acids, 
and their anhydrides, acid 
halides, acid peroxides and 
peracids, and their haloge- 
nated, sulphonated, nitrated 
or nitrosated derivatives: 


92916-1 Other than the follow- 
UNG. ated: alactete atetatetetete LOR p 2% UPD CLhen.O itp C. Free 


EPLECCIL VE Rotors oe / Por LO! spear LORS pre, GROwD cn Free 


92916-1 


Temporary rate  reduc- 


CLONN om WLU athe jex— 
ception of the follow- 
mnie: 
Chole acids 
Citriceacd,. 
Dehydrocholic acid; 
2,4-Dichlorophenoxy- 
acetic acid; 

Dioctyl diglycollate 
Glycerol tri-1l2-ace- 
tylricionoleate; 

3-beta-Hydroxy-5- 
cholenicsacids 
l2-Hydroxystearic 
acid: 
Byocholic acid; 
Hyodesoxycholic 
acid: 
2-Methyl-4-chloro- 
phenoxyacetic acid; 
Methyl ricinoleate:; 


Potassium citrate 
(tripotassium 
citrate); 

Potassium tartrate, 
neulrad; 


Sodium citrate (tri- 
sodium citrate); 
Sodium dehydrocholate; 
2,4,5-Trichlorophe- 
NOXVaCE CLG LACT ire mcels 
0387/06/80 560, 30/05/62 


Goods admissible tO 


free entry under 
Beit Esn Preferential 
ar li i LORsUSe OnLy in 
the manufacture of 
goods described in 
headings 939901 to 


OSO005 ss MG LUST VCs seers sshe.e.e 
03/06/80 to 30/06/82 


Oi 


Free 


MFN 


Free 


Free 


GPT 


Current 


Proposed 


Eso 


GPE 
BP MFN Current Proposed 


92916-1 Goods admissible to 
(cont. ) free entry under 
Bice Preferential 
Taviile nor Suse “ane the 
manufacture of addi- 
tives for heating, lu- 
bricating and fuel 
OLS Tie es« soe Ginie:d sretals wiete a Dec. 
03/06/80 to 30/06/82 


93404 - Synthetic wax, waxes con- 
taining synthetic wax: 


93404-1 Other than the follow- 
ATME  Deverevets snes sie si etetetawat 8.0: Dee CeO beCs Se ee rer Free 


EPFCCtIVE lesen elroy 60-p ce Grobe peae We Pacts Free 


Claimants: 


ie Emery Industries Limited, for tariff item 92916-1, concerning 
l2-hydroxystearic acid 
De Canada Packers Inc., (Chemicals Division), as in (1) 


a Pfizer Canada iIne., for tariff item  92916-1) "only, “concerning 
"hydrous" and "anhydrous" citric acid and sodium citrate (trisodium 
citrate) 


I Union Carbide of Canada Limited, for tariff item 93404-1 only, 
concerning carbowaxes 


Emery Industries Limited, and Canada Packers Ine., presented a claim 
of adverse impact if the GPT rate for 1l2-hydroxystearic acid were reduced from 
OQ psc to Free. The production of the two claimants comprises the entire 
OuLpUT- “Ol “this: acid fin. Canadan The raw material is non-indigenous’ crude 
castor oil, which enters Canada under tariff item 92916-1 when imported in its 
pure form. 


It was established by the Board, however, that when castor oil is 
mixed with other compounds so that the resulting product has the "properties 
of a wax", imports of such mixtures are classified under tariff item 93404-1. 
This tariff item was also referred to the Board. The analysis was, therefore, 
extended to 93404-1 as well, although no actual claim against that item was 
received. Imports of this acid, which enter Canada under 93404-1, are to the 
detriment of Canadian producers already concerned about imports of 12-hydroxy- 
stearic acid under 92916-1. 


oe 


Braz. bean elndidesaressthe ©OPT countries. involved ins exporting this 
acid to Canada. The two countries are the main growers of castor beans and 
producers of crude castor oil as well as of its compounds. Imports from 
Brazil ceased after 1979 because of an earlier Anti-dumping ruling, but were 
replaced in 1980 by shipments from India. iiecolabesycar, the share. Of) othe 
domestic market for 12-hydroxystearic acid supplied by such imports doubled. 


The Board concludes that the recent penetration of the domestic 
market by GPT imports has already caused injury to Canadian producers. In 
particular, as the Board's research shows, imports entering under tariff item 
OB404=15 at 5.5 pec. GPT, have contributed to this situation. 


Therefore, the Board recommends that the current GPT rates for 
1l2-hydroxystearic acid with respect to tariff items 92916-1 and 93404-1 be 
left unchanged. 


The claim by Pfizer Canada Inc., concerns only citric acid (both 
hydrous and anhydrous) and sodium citrate (trisodium citrate), the imports of 
which are included under tariff item 92916-1. Pfizer Canada Inec., manu- 
factures both citric acid and sodium citrate, apparently the only Canadian 
producer of these two chemicals. 


The current Situation in the domestic industry is related to pre-= 
vailing world market conditions -- world capacity exceeds demand. The clai- 
mant's share of the domestic market has fallen significantly between 1975 and 
1980. The company was partially successful in bringing dumping charges 
against its foreign competitors. However, all import competition comes from 
non=-GPT countries. At present, there are no imports from GPT countries of 
Climec acid in cither form, nor of sodium) citrate. 


Pfizer Canada Inc., opposes the proposed duty-free status for citric 
acid and sodium citrate in view of the existing world-wide excess capacity. A 
number of foreign countries with over-capacity, the claimant reported, are 
each capable of supplying more than one-third, or even one-half, of the 
Canadian market from their excess capacity alone. Becauses Ofaathe. current 
precarious nature of the domestic industry, any potential penetration by GPT 
imports of the Canadian market would have the effect of depressing selling 
prices to the point at which the claimant could no longer continue operating. 
Buch spenevrationsis: likely sto follow sanreduction in the GPT rate from 9 p.c. 
to Free. 


The, Board Sisesatrstiied that the proposed reduction in the. .GPl.rate 
from 9 p.c. to Free would likely affect the Canadian producer adversely in 
view of the current world over-capacity and the depth of the proposed cut. 
The Board, therefore, recommends that the GPT rate for citric acid (both 
hydrous and anhydrous) and sodium citrate (trisodium citrate) entering under 
tariff item 92916-1 be not reduced to Free. 


Lae 


With the exception of 12-hydroxystearic acid reviewed earlier, which 
also comes under the referred tariff item 92916-1, and in view of the fact 
that no further claims of adverse impact have been received concerning other 
goods entering under tariff item 92916-1, the Board recommends that for all 
Other goods under this item the GPT be reduced to Free. 


The claim of adverse impact by Union Carbide of Canada Limited was 
directed against the proposed reduction in the GPT rate applicable to, imports 
of "carbowaxes" which enter under tariff item 93404-1. Specifically, poly- 
ethylene glycol "carbowaxes" are of concern. 


Union Carbide of Canada Limited is reportedly the sole producer of 
solid carbowaxes in Canada. The market for carbowaxes has shown a relatively 
Slow rate of growth in past years. However, as a result of recently developed 
new applications, considerable expansion of the market is expected. The 
claimant is gearing up for this growth by modernizing and increasing capacity, 
and by improving efficiency and productivity. 


No GPT imports of carbowaxes have so far entered Canada. The clai- 
mant, however, is concerned about a threat of injury from future GPT imports 
in view of some evidence that certain GPT countries -- namely, Mexico, Brazil 
and the Republic of Korea -- appear to be establishing world-scale production 
of synthetic waxes. 


The Board concludes, however, that the alleged threat is not immi- 
nent. Therefore, with the exception of 12-hydroxystearic acid reviewed 
earlier, the Board recommends that the GPT rate for tariff item 93404-1 be 
reduced to Free. 


Tariff Item 93206-1 


Gra 
ily MFN Current Proposed 
93206-1 03206) — "Colour latesu. ss US uaoryes Py Le Ce OMe Ce Free 
Effective: Fee. eer ely iy oT LOM pee. L265 pieCe Ops Ce Free 


Claimants: 


Ue Dominion Colour Company Limited, concerning non-food grade colour 
lakes 
ae Dyeco Limited, concerning food grade colour lakes 


Dominion Colour Company Limited is the principal manufacturer of 
non-food grade organic and inorganic coloured pigments in Canada. The 
claimant is also in the process of establishing production of non-food colour 
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lakes, which would be threatened if the GPT were reduced to Free. Such a 
reduction, moreover, would also adversely affect the existing production of 
non-food pigment dyestuffs for which, for certain applications, colour lakes 
are. substitutes. Inv SsubseLvutabi lity “extends ;ovoned » Lake: (Ci afor which, 
pursuant to the Board's recommendation (Safeguard Petition No. 5) the GPT has 
been temporarily withdrawn from tariff item 93205-3, a non-referred item. 


imports }from GPT’ countries of colour’ “lakeshave been inegligible in 
the past. The Board concludes, however, that a reduction in the GPT rate from 
Gee .c. co “Hree? could ys increase imports to’ wuch anjsextent fas) to. retard 
seriously, or even to prohibit, the commencement of domestic production of 
colour lakes and possibly injure the on-going production of pigment dyestuffs 
as well. On this ‘latter point, if the GPT were reduced -to «Free, such a 
reduction would be at cross-purposes with the government's decision concerning 
Red Lake C. 


Therefore, the Board recommends that the GPT rate for non-food grade 
colour lakes entering under tariff item 93206-1 be left unchanged. 


Dyeco Limited, in contrast, entered’ a claim concerning a possible 
threat of adverse impact from GPT-country imports of food grade colour lakes 
entering under tariff item 93206-1. The colour lakes in question are allowed 
for use in foods under regulations of the Department of Health and Welfare. 
ine claimant is “already producing “a range of such coloursidlakes, as -the sole 
manufacturer in Canada. Additional new lines, moreover, are in the process of 
being developed. 


It would appear that there are no GPT imports of food grade colour 
lakes. Nor are there any indications that production in GPT countries of a 
quality acceptable under Canadian health regulations exists, or is in the 
offing. The Board concludes that, as far as potential imports of food grade 
Golour lakes “are concerned, there is little or. no evidence of an imminent 
threat. 


Therefore, the Board recommends that the GPT rate for imports of food 
grade colour lakes under tariff item 93206-1 be reduced to Free. 


Tariff Items 93901-81, 93902-81 and 93902-83 


93901 - Condensation, polyconden- 
Sation and polyaddition pro- 
ducts, whether or not modified 
or polymerised, and whether or 
not linear (for example, phe- 
noplasts, aminoplasts, alkyds, 
polyallyl esters and other 
unsaturated polyesters, sili- 
cones): 


93901-81 


93901-81 


(g) Plates, sheets, film, 
sheeting, strip; lay- 
flat ory other ‘tubing, 
blocks, bars, rods, 
stieks, non-textile 
monofilament and other 
profile shapes imported 
im lengths, all 
produced in uniform 


cross-section: 


Other than the follow- 
ing 


ET Pecmiuvel ies scters oy on 


Temporary rate  reduc- 
tion: 
Epoxies; 
Melamine-formalde- 
hydes; 


Phenol-formaldehydes; 
Polyamides; 
Silicones; 
Unsaturated 
esters; 
Urea-formaldehydes .... 


poly- 


BECeCUl Vettes Vwieaia hs 16/37 
Polycarbonate plate, 
sheet, film, sheet-= 
ingrand, isterpy not 

less. «than 70.05 inch 

and not more than 

0.50 inch Lr 

GMD CKNGS Se cs tete cde eels 
Polyethylene tere- 


phthalate film under 

six inches in width 
Al SOCherr 2OOCs tia aie « 
03/06/80 to 30/06/87 


= eile 


LG Deis 


<5) Decl 


Lopes 


L320 iDec. 


iO Ba cleges 


ln D “Va Ge 
Free 


MFN 


Mer omeey 


2 3550/).'es 


6: DuCs. 


13.59 pees 


OS Dit 


ie ADnie 
Free 


Current 


GPT 
Proposed 


10.5 p.C... Free 


Ov DsiGie Free 


LOe 5S apace 


Dips Cs 


eerie 


SuaDisiGie 
Free 
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GPT 
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93902 - Polymerisation and copoly- 
merisation products (for ex- 
ample, polyethylene, poly- 
tetrahaloethylenes, polyiso- 
butylene, polystyrene,  poly- 
vinyl chloride, polyvinyl 
acetate, polyvinyl chloro- 
acetate and other polyvinyl 
derivatives, polyacrylic and 
polymethacrylic derivatives, 
coumarone-indene resins): 


is) (Plates ;-ssheets ,. fi1m, 
Sheeting, Seserip; lay- 
Mlatiqor sochers:) tubing, 
blocks, bars, rods, 
sticks, non-textile 
monofilament and other 
profile shapes imported 
in lengths, add 
produced in uniform 
cross-section: 


93902-81 Other than the follow- 
Ty ive %G te Porat te oretal wre! 0.8, Seite LOwp ar ioemepesr 10.5 p.c. Free 


Ec CeChIVeR sess scelyLyoOr Ie pe Ore loeotp.c., 9 [pecs Free 


93902-81 Temporary rate _reduc- 
tion: 
Acrylonitrile-buta- 
diene-styrene 


type; 

Polystyrene type, 
NeO spas 

Polybutylene type 
tubing; (Effec- 
tive 30 days after 
27/11/80) 

Polyvinyl chloride 
type, including 
polyvinyl chloro- 
acetate; 


Styrene-acryloni- 
ERLE eL VD e < nshs levers AWopye ier 16 pecs MOS cn Dine 


Effective ete LOL Les peC.e DS p.C.e 9 peC.e 


ARG ae 


Ger 
BP. MFN Current Proposed 


93902-31 Polytetrafluoroethy- 
(cont) lene type; 
Polyvinylidene chlo- 
ride film, other 
than for use in the 
packaging of goods 
fer vealeteoeeass 10° pace UO sere Oe steer 
Ald Vothera goods. sw. Free Free Free 
03/06/80) ta, 30/06/87 


93902-83 Polymethyl  methacry- 
late type plates, 
sheets, film, sheet- 
DN SOAs SUDA soe wo 1.0” pec OPS. OLS. Cs Free 


Claimants: 


A The Society of the Plastics Industry onm@anadaly "oral Liree cari: 
items 

Oe Durolam Limited, under tariff item 93901-81 

3% Cyanamid Canada Inec., under tariff item 93901-81 

4 Domtar Construction Materials/ARBORITE(R) products, under tariff 
item 93901-81 

ye Armstrong World Industries Canada Ltd., under tariff item 93902-81 

oe Canadian General-Tower Limited, under tariff item 93902-81 


Counter-Claimant: 
is Design Dynamics Ltd., concerning goods under heading 93902 


Tariff item 93901-81 covers all the primary shapes and forms of 
plastics specified in heading 93901 and subheading (g) thereto, excepting 
those goods which come under tariff items 93901-82 and 93901-84. These two 
tariff items, not referred to the Board, are also covered under subheading (g) 
but contain goods which differ in type from those entering under tariff item 
93901-81. 


The same applies to tariff item 93902-81. The goods which are 
classified to that item are all primary shapes and forms of plastic materials 
as defined by heading 93902 and by subheading (g) thereto, excepting goods 
classified to tariff items 93902-82, 93902-83, 93902-84, 93902-85 and 
93902-86, all of which are encompassed by subheading (g) as well. Apart from 
93902-81, of all the other tariff items under heading 93902, only tariff item 
93902-83 was referred to the Board, concerning polymethyl methacrylate type 
plates, sheets, film, sheetinesandescrip. 


ah 2 es 


The statutory rate under the GPT for both 93901-81 and 93902-81, 
effective January 1, 1982, is 10.5 p.c. However, under both tariff items the 
GPT rate for certain goods has, under authority of Section 12 of the Customs 
Tariff, been temporarily reduced to 6.5 p.c. and 5 p.c. and to Free. There 
are two issues involved; the impact of lowering the GPT rate of 10.5 p.c. to 
Free for goods excluded from the temporary rate reduction, and the provision 
of permanent free entry under the GPT for those goods whose GPT rates have 
temporarily been reduced. With respect to 93902-83, with a statutory GPT rate 
of 6.5 p.c., the Board was asked to consider free entry only. 


The Society of the Plastics Industry of Canada expressed concern in 
its opening statement at the public hearing about the reduction in the statu- 
tory GPT rate to’ Free for all products covered by these three referred tariff 
items. The Society subsequently agreed, however, that permanent free entry 
under the GPT would not have an adverse impact on Canadian producers of the 
basic shapes of the type of goods currently entering Free under the temporary 
rate reduction. There is limited Canadian production of such goods and an 
absence of GPT imports, even at Free. This position was not contested by any 
of the individual claimants present. 


Supporting its general position of non-extension of GPT benefits for 
all other products which are at present dutiable, the Society noted that the 
plastics products industry does not involve high technology. Its importance 
Piminacilons economy ws derived) fromother industry's positionsrelative’ tothe 
eCouncry.’s? production ‘of oi] “and gas ‘and of ~petro=chemicals:. The plastic 
products industry represents a major market outlet for the petro-chemical 
industry whose goods it uses for further upgrading. The plastics products 
industry, moreover, is one of the more rapidly growing sectors of Canadian 
manufacturing. 


The Society also indicated that trade in the goods at issue reflects 
a considerable degree of specialization, with those produced in Canada being 
used domestically and exported, and being complemented by imports of those not 
available from domestic production. The Society's concern is that the pro- 
posed reduction to Free will lead to a rapid growth not of complementary but 
of competitive imports from GPT producers. 


The Society emphasized that, because of readily available technology, 
new large-scale production capacity is being installed and existing facilities 
are being expanded outside of Canada. Production in a number of cases is also 
more backward-integrated than in Canada, whereby Significant cost savings can 
be achieved. Frequently, moreover, development in such countries has been 
fostered by advantageous availability of raw materials. Capacity fo in mary 
eases, is greater than that installed in Canada. Furthermore, because of the 
imitved size or Vocal >markets, the bulk’ of the output’ from’suchycountries must 
be exported. Dt Vist the wopinion) of thes socLvetymcnav Canada- would offervan 
attractive market for these plastics should the GPT rate be reduced uni- 
laterally, as is proposed. 


SWae se 


Ins addition to the: gencraly presentation Gof the so0cLery wale board 
also received product-specific submissions and briefs. One such case covered 
polymethyl methacrylate film, sheet and other basic forms entering under 
93902-83, and acrylonitrile-butadiene-styrene type and styrene-acrylonitrile 
type shapes under 93902-81. The domestic market for acrylics is presently 
exposed to extensive: import competition efromeal ls icountries..) tts evidenx, 
also, that GPT penetration of this market is most pronounced of all goods 
entering under the tariff items subject to the present claim. A reduction to 
Free would lead to a further deterioration of the position of Canadian 
producers, especially in view of the new capacity coming on-stream in GPT 
countries. Chemacryl Plastic Limited and Canadian General Electric Company 
Limited, both present at the public hearing “concerning this, tararl ie; Gould 
be adversely affected, as well as other producers. 


Canadian General-Tower Limited and Borden Chemicals claimed 
eoncerning vinyl products, including PVC and other vinyl compounds. such 
goods are imported under 93902-81. Armstrong World Industries Canada Ltd., 
addressed the Board with respect to PVC laminated plastic tiles and asbestos- 
vinyl floor and wall tiles, which enter Canada under this tariff item as well. 


Import penetration of Canadian markets for these goods is already 
extensive. shipments from GPT countries are currently relatively small. 
However, future growth of such imports is expected as new capacity in GPT 
countries becomes operational. The potential, tis) illustrated Bby o> astirapia 
expansion of imports from Taiwan, a non-GPT less developed country, which has 
recently established a PVC industry. The growth in PVC imports into Canada 
from Taiwan has occurred despite a relatively high MFN rate, which currently 
stands 2t/U6" psc. 


Domtar Construction Materials/ARBORITE(R) Products, Cyanamid Canada 
Ine., and Durolam Limited presented claims against extension of the GPT to 
Free for high pressure decorative phenol-formaldehyde and = melamine- 
formaldehyde laminates imported under 93901-81. 


Overall import penetration for these goods is significant but GPT 
imports are small and have recently shown a downward trend. However, Canadian 
producers are operating below capacity due to depressed domestic markets. 
Thus, any increase in GPT imports which would lead to a reduction in domestic 
production would raise per-~unit costs and so further adversely affect an 
industry which is already in a vulnerable position. The threat is imminent in 
the sense that the past level of GPT imports attests to the capacity in those 
countries to increase shipments with facility, especially at Free. To this, 
production from newly installed facilities would be added. 


Dealing with the goods which were the subject of individual company 
presentations, the Board concludes that there is sufficient evidence of GPT 
imports at present to indicate that a reduction from 10.5 p.c. and 6.5 p.c. to 
Free would very likely have an adverse impact on Canadian producers. 


oe 


The Board, therefore, recommends that under tariff item 93901-81 for 
melamine- and phenol-formaldehydes; and under tariff item 93902-81 for 
acrylonitrile-butadiene-styrene and  styrene-acrylonitrile types, and for 
polyvinyl chloride type, including polyvinyl chloroacetate, the rate in force 
now of 10.5 p.c. be not reduced to Free. Furthermore, it is also recommended 
that the GPT rate of 6.5 p.c. for the polymethyl methacrylate type forms under 
tariff item 93902-83 be not reduced. 


For those goods which are dutiable under the GPT, whether at a 
reduced rate or not, and which were not subject of representations by 
individual producers but included in the general brief of the Society of the 
Plastacs Ilmdustry, “the Board concludes that, by’ reason’ of virtually no GPT 
import penetration to date, there is no basis for not reducing the GPT rate. 
At the same time the Board is of the opinion, in view of the new production 
Capacity coming on-stream in foreseeable future in GPT countries, that there 
is a real threat of injury to Canadian producers should the statutory rate be 
reduced to Free. 


Therefore, the Board recommends that for epoxies, polyamides, sili- 
cones, unsaturated polyesters and urea-formaldehydes under tariff item 
93901-81, as well as polystyrene type n.o.p., and polybutylene type tubing 
under tariff item 93902-81, the current rate of 10.5 p.c. be reduced to 6.5 
pec. instead of Free, as proposed. 


For tariff item 93901-81, with respect to polycarbonate plate, sheet, 
PoiMmivesneetlie sand strip, noteless than 0/03 inch and not more than 0.50 inch 
in thickness, and polyethylene terephthalate film under six inches in width, 
the Board recommends no reduction to Free in the currently applicable rates of 
6.5 p.c. and 5 p.c., respectively. The same holds under tariff item 93902-81 
for polytetrafluoroethylene type and polyvinylidene chloride film, other than 
for use in the packaging of goods for sale. The currently applicable rate of 
6.5 pec. should remain in force. 


GPT countries should continue to have duty-free access for all other 
goods entering under tariff items 93901-81 and 93902-81, and, therefore, the 
Board recommends that for these goods the temporary rate of Free be made 
permanent. 


Group II: Miscellaneous 
Tariff Item 23600-1 


23600-1 Surgical dressings, anti- 
Septic. or saseptcic )*\ in- 
cluding absorbent cot- 
Cony, eLing, sLamb fsnwool, 
tow, jute, oakum, whe- 
cher imported ‘singly or 
in combination one with 


Beh) ae 


GPT 
By MFN Current Proposed 

23600-1 another, but not 
(cont...) stitched or otherwise 
manufactured; surgical 
trusses and suspensory 
bandages of all kinds; 
Sanitary napkins, and 

abdomina ls SUDDPORU Sin. cs ste- 10 Pace LOS CDsee WO. oe er Free 

BPP eCULV Ges sicneverete orormle/ Od, LO. pics Lis Dee  hOenec. Free 


Claimants: 


i Johnson & Johnson Inc. 

a Kendall Canada, Division of CKK Inc. 

ae McGaw Manufacturing, Division of McGaw Supply Ltd. 
Hse Smith & Nephew Inc. 


The claims concern a potential threat of adverse impact if the 
current GPT rate of 10 p.c. were reduced to Free. 


Canadian hospitals represent the main market for claimants‘ goods on 
whose behalf the claim of potential threat from GPT imports was presented. 
Hospital buyers have thus far expressed some preference for Canadian-made 
products for reasons of service convenience and quality, and also in view of 
the fact that Canadian prices were reasonably close to prices of comparable 
imported products. However, with current government cost-cutting programs 
being implemented, cost-pruning could well result in hospitals being forced to 
consider price at the expense of service and. quality, “and so turn co low coer 
imports. 


Competitors in GPT countries have developed world-scale supply faci- 
lities. Competing lines can be offered at low prices because production is 
labour intensive and GPT countries have the advantage of low labour costs. 
Moreover, quality controls which add to production costs are -- apparently -- 
less stringent in GPT countries, thereby providing yet another possibility of 
maintaining low costs. These factors, taken together, place potential GPT 
competitors at an advantage relative to Canadian suppliers of the domestic 
market. 


With respect to most of the goods under the referred tariff item, GPT 
imports have so far been relatively small but are rising rapidly. Moreover, 
representatives of GPT countries have recently been contacting Canadian 
producers and distributors with competitive offers of numerous types of goods, 
even at the current GPT rate. 


mea ares 


The Board concludes that the threat is imminent of a rapid increase 
in GPT imports entering under this tariff item which would result in an 
adverse impact on Canadian producers, should such imports be given an addi- 
tional advantage of Free entry. 


Therefore, the Board recommends _that .the GPT srate of 10 p.c. for 
tariff item 23600-1 be not reduced to Free. 


Tariff Items 41105-1 and 41105-2 


Ger 
BP MFN Current Proposed 


41105-1 Self-propelled trucks, not 
including machines for 
felling, skidding, 
piling, loading, bunch- 
ing or processing trees 
or logs, which have been 
modified for carrying a 
loads sparts, ofall. the 
foregoing; all the fore- 
going for use exclusive- 
ly in the operation of 
logging, such operation 
to include the removal 
or the logatrom stump, to 
skidway, log dump, or 
common or other carrier LOwiD Cs Lise Ds.) Bao D «Cs Free 


EEOC Lieu hereieporereperste L/ /0 |, Ole Ob ewo.C. 6) Dec's Free 


41105-2 Logging cars; captive bal- 
loons; blocks and 
tackle; wire rope, not 
including wire rope to 
be used for guy ropes or 
ing Draking ss logs going 
down grade; parts of the 
foregoing; all the fore- 
going for use exclusive- 
ly in the operation of 
logging, such operation 
to include the removal 
of the log from stump to 
skidway . log dump, or 
common or other carrier 10 -p.c. MOOD eGee Wipe Ce Free 


BEC COULY Carer cis etereleles Wl / OL OPO. Ce Se OsC. a) Aoraeey Free 
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° Greening Donald Co. Ltd. 

Martin-Black Inc. 

: Wire Rope Industries Ltd. 

Wrights Canadian Ropes Ltd. , “all concerning steel wire rope 

- Asbestonos Corporation Limited 

Raybestos Canada Ine., concerning brake linings and clutch facings 


Cv iS Go ho 
° . ° 


Greening Donald Co. Ltd., Martin-—Black Inc., “Wire Rope Industries 
Ltd., and Wrights Canadian Ropes Ltd., presented a claim of adverse impact 
concerning steel wire rope for use in logging. Steel wire rope for use in 
logging entered until 1980 under tariff item 41105-1. Tariff item 41105-2 was 
created subsequently, to which steel wire rope is now being classified when 
imported. For this reason, therefore, the present claim concerning wire rope 
covers only 41105-2, for which a reduction from 7 p.c. to Free is proposed. 


Asbestonos Corporation Limited and Raybestos Canada Inc., in 
contrast, claimed under tariff items 41105-1 and 41105-2 with respect to brake 
linings and cluteh tacings. The latter twomelaims were presented ™ jointly ween 
the claim by the Automotive Parts Manufacturers!’ Association concerning tariff 
item 43833-1, reviewed next. However, the portions of the claims by 
Asbestonos Corporation Limited and Raybestos Canada Ine., which concern tariff 
items 41105-1 and 41105-2 are treated here, together with other claims under 
tariff item 41105-2. 


The four wire rope producers presenting the claim comprise most of 
the domestic industry. Because of rising overall import penetration, the 
total Canadian market for steel wire rope, in volume terms, grew’ in recent 
years about twice as rapidly as shipments by Canadian manufacturers. GPT 
imports expanded at a rate about five times as rapid as total Canadian market 
for steel wire rope. By 1980, moreover, such imports amounted to well over 
one-third of the Canadian market and accounted for a major portion of imports 
of steel wire rope from all countries. The strength of import competition is 
further evidenced by the fact that GPT imports grew in 1980 as the domestic 
market declined. In fact, in absolute terms, GPT imports in 1980 were equal 
to more than two-thirds of the volume of domestic shipments by Canadian 
producers. 


The Board concludes that GPT imports have already injured Canadian 
producers. Moreover, further adverse impact, in the light of the proposed 
reduction from 7 p.c. to Free, can be expected when the recent growth in GPT 
imports at current rates is taken into account. 


The Board, therefore, recommends “that the GPl rate for steel wire 
rope for use in logging under tariff item 41105-2 be not reduced. 


eqie a 


In reviewing claims by Asbestonos Corporation Limited and Raybestos 
Canada Ince., concerning GPT imports of brake linings and clutch facings under 
Caritt atemsros—1 sandy 4105-2 (for) usellinLlogsing;vitwwas! found that the 
fogging market forms only al smali® portion, of the total market for brake 
imnaneseand Clutch Tacingser (ins addition, sin ‘recent yearsmthere were very few 
siipments of these goods from less developed countriés. to which the benefits 
Or eune preferential scheme extend. Furthermore; there was bittle) evidence to 
lead the Board to believe that such imports would rise rapidly should the GPT 
rate be reduced as proposed. 


ine Board, thus, “concludes that Canadian producers ‘have so’-farynot 
been injured by GPT imports of brake linings and clutch facings under these 
Pion Sites, and thab at 1s unlikely that’ “suchy)=imports” could. increase 
PuLmrevently in the ‘near futures *so!) ase ito: ‘present harm threats. to Canadian 
producers. 


Inasmuch as there were no claims of adverse impact concerning other 
goods which enter Canada under these tariff items, the Board recommends that, 
steel wire rope excepting, for all goods under tariff items 41105-1 and 
41105-2, including brake linings and clutch facings, the GPT rate be reduced 
Eoerrec. 


Tariff Item 43833-1 


GPT 
BP MEN Current Proposed 
Brake Tinine® and’ “cluteh facings, 
whether or not including metal- 
lic wires or threads, for auto- 
mobiles, motor vehicles, elec- 
Prlegecrackless otro lley | buses, 
fire fighting vehicles, ambu- 
fances “and icarses, or chassis 
enumerated in tacniT items 
4200-1 and 43803-1: 

43833-1 When made wholly or in 
part from crude as- 

DES VOsSHenTOaD foie Sep son MOD, Jee aioe Free 


BEhectivertiins. LA OF LivswD ve ae epore,. anes pie: Free 


=pilhee 
Claimants: 


ibe APMA, Automotive Parts Manufacturers' Association on behalf of: 
*Canparts Automotive International Ltd. 
*Certified Brakes - A Lear Siegler Company 
*Distex-SNA, Inc. 
Mintex Canada Limited 
ie Asbestonos Corporation Limited 
SE Raybestos Canada Inc. 


Counter-Claimants: 


ilies Quebec Trailer Inc. 
ee United Alternator and Starter Limited 


Firms with (*), in addition to being represented by APMA, also sub- 
mittediza claim ani their town’ right: Asbestonos Corporation Limited and 
Raybestos Canada Inc., not members of APMA, claimed against tariff items 
41105-1 and 41105-2 as well, which were treated separately earlier. 


The goods at issue under tariff item 43833-1 are brake linings and 
clutch facings made in whole or in part from asbestos which originates outside 
of the British Commonwealth. Goods made abroad with Canadian asbestos and 
imported subsequently into Canada are, therefore, excluded under 43833-1. 
Under this tariff item, moreover, imports of linings and clutch facings made 
predominantly of metal are also included. These are relatively new products, 
in the manufacturing and development of which some of the claimants are taking 
Daiet. 


However, brake linings and clutch facings *madel of asbestos of British 
Commonwealth origin enter at Free under tariff item 43832-1. The relevant 
goods made with Canadian asbestos are imported under this heading. This 
tariff item was not referred to the Board. As will be shown later, though, it 
had to be taken into account in analysis. 


The claim of adverse impact concerned goods under tariff item 
43833-1, for which the GPT rate is proposed to be reduced from 11 p.c. to 
Free. In contrast, counter-claimants agreed with the proposed reduction in 
duty. 


As mentioned, APMA presented a covering claim on behalf of associa- 
tion members noted earlier who produce clutch facings and brake linings, some 
of whom also submitted briefs to the Board in their own right. It was 
reported that at least one of APMA's members did not enter a claim against the 
proposed reduction to Free because its multinational parent company is 
currently constructing a plant in Mexico for the production of brake linings 
and clutch facings. 


ae ae 


Brake linings and clutch facings can enter by "end-use" under many 
tariff items other than the referred item 43833-1, as in the case of 41105-1 
and 41105-2 reviewed earlier. imc cde lon, sat edestined. tor the “original 
equipment automotive market" as opposed to the "automotive after-market", such 
goods enter at Free regardless of the country of origin, provided they are 
imported by a manufacturer producing original equipment. 


The claim refers to the after-market only. The producers on whose 
behalf APMA submitted the claim do not extensively supply the automotive 
original equipment market, where, as already mentioned, goods enter at Free. 
In addition, Asbestonos Corporation Limited and Raybestos Canada Ine., also 
expressed concern about "non-automotive brake linings and clutch facings". 
However, such goods do not come under the referred tariff item and so shall 
not be treated here any further. 


The domestic automotive after-market for linings and facings appears 
to be growing rapidly reflecting the fact that sales of new vehicles (original 
equipment market) are weak so that the existing stock of vehicles requires 
more extensive maintenance (the after-market). Thess andustry wis; also vlan 
aggressive exporter. To maintain this stance, a well-developed domestic 
Markets required, the industry claims. 


There as little, evidence of GPI imports under the referred tariff 
item 43833-1. However, rapidly growing GPT imports of the goods subject to 
the claim enter Canada under non-referred tariff item 43832-1. This item 
applies to imports of brake linings and clutch facings made from asbestos of 
British Commonwealth origin, to a large extent from Canada. 


Moreover, in addition to the capacity abroad already on-stream, GPT 
countries are reported to be engaged in further expansion. since’ such 
expansion is to a large degree export-oriented, the claimants were concerned 
about the potential threat such additions to capacity abroad contain should 
the GPT rate be reduced from 11 p.c. to Free. To-date, however, they do not 
claim to have suffered actual injury from GPT imports of brake linings and 
SlLucchwtacings. 


The Board concludes that there is a real threat of a significant 
iereqce fin GP) Simporus Ol, Drakes linings and ,.clutch ,facings, should the GPT 
race be reduced from 11 p.c. to Free. The Board took account. of the reported 
expansion of capacity in GPT countries. In addition, there is evidence in the 
recent rapid growth in GPT imports of brake linings and clutch facings under 
tariff item 43832-1 of a real potential for a similar increase under 43833-1. 
The Board further concludes that the reduction in the GPT rate would remove 
the incentive under tariff item 43832-1 to foreign manufacturers of brake 
linings and clutch facings to use Canadian (Commonwealth) asbestos. 


The Board, therefore, recommends that the GPT rate for tariff item 
43833-1 be not reduced to Free. 


a) 


Tariff Item 60600-1 


Gril 
oe MFN Current Proposed 
60600-1 Leather produced from 
East India tanned 
WOU Dn iis «Dist a etete s <6 (piece LG i peCee ws fe Oece pls Dec Free 


BPPective wo. dacecly L/OT Lessee Ce Leo Dee eee Free 


Claim Entered in Support of the Proposal: 


1s Tanners Association of Canada 


The Association supported the proposed reduction of the GPT rate to 
Free for tariff item 60600-1, provided that the description of goods entering 
under this item clearly identifies the goods involved. The leather hides of 
concern must be from immature bovine animals. The measurements of the whole 
hide should be between ten and twenty square feet. The leather must originate 
in East India and originally, preferably, be vegetable tanned there as well. 
This leather may be chrome re-tanned, or cut, in any other country, provided 
that the documentation is such as to make its origin and the original tanning 
process evident. These detailed specifications are required in order to avoid 
misclassifications as a result of which shipments of hides not of East India 
origin could possibly benefit trom the GPT rave. 


The Board duly noted the detailed description and, in the absence of 
any claims of adverse impact, recommends that the GPT rate for tariff item 
60600-1 be reduced to Free. 


THE BOARD'S RECOMMENDATIONS CONCERNING TARIFF ITEMS FOR WHICH NO CLAIMS WERE 
RECEIVED 


In reviewing tariff items for which no claims were received, the 
Board's analysis of imports and production, and the depth of the proposed 
reduction, disclosed several cases where available statistical evidence led 
the Board to conclude that in all reasonable likelihood a reduction to Free 
would adversely affect Canadian producers. All these tariff items fall under 
Group II, or items already in the GPT system. 


For the tariff items listed next, the Board recommends on this basis 
that the GPT rate be not reduced to Free, i1.¢.,° that the existing ~rate 
structure remain unchanged. 


Group II: Glass Products 


eels 


Tariff Items 32305-1, 32606-1 and 32612-1 


32305-1 Mirrors of glass, bevelled 
of inow,. “and =framed or 
NOC, NMeOePs cocvcveccacs 


BURCCEIVG) anette ers Lb /15.0 7 
32606-1 Glass \tableware, n.0.ps... 


32612-1 Cut glass tableware and 
CU eslassware, 11 sO 0s cis. 


Et P6CULVE ts esc ee col LUT 


Group I[: Chemicals 
Tariff Items 92935-1 and 92944-1 


92935 - Heterocyclic compounds; 
nucleic acids: 


92935-1 Other than the follow- 


ing eeeeoeeeeeeeeeeeeee @ 


MELCOLIVe=. cost cet LL L/OT 


92935-1 Temporary rate reduc- 


CiOn Meas -WLER, Thel.ex= 
ception of the follow- 
ing: 

Adrenochrome semi- 
carbazone; 

N-tert butyl-2- 
bensothiazole sul- 
phenamide; 

Chlorpromazine hy- 
drochloride; 

N-Cyclohexyl-2-ben- 
zothiazole sulphe- 
namide; 


BP MFN 


Vis Mie gta, Lo pecs 
sep sCem Whky 5 ec. 


POR Dies COUP Dec. 


LOD at « Gee ac = 


LOP Oe ere Le oe Dis Cie 


LO pad. AMER go fateye 


LOM bee. i235, Pe. 


GEL 


Current 


1D pace 
feds Ce 


LOE Dec. 


10, p.Gi. 


1sDapeC. 


OTD 2G. 


Specs 


Proposed 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


92950=1 


Ccont a) 


ae Ue tae 


Dibenzothiazolyl di- 
sulphide (Benzo- 
thiazyl disul- 
phide); 

2,5-Diphenyloxazole 
(PPO); 

6-Ethoxy-1, 2-dihy- 
dro-2,2,4-trime- 
thyl quinoline; 

Furazolidone; 

Maleic hydrazide; 

2-Mercaptobenzothi- 
azole; 

Pheny lazo-diamino- 
pyridine hydro- 
chilorracs 

Phenylbiphenyloxa- 
diazole (PBD; 2- 
phenyl-5-(4-bi- 
phenylyl)-1,3,4- 
oxadiazole); 

1,4-bis-2-(5-Phenyl- 
oxazolyl)-benzene 
(POPOP )< 

Piperazine phos- 
phate; 

Warfarin; 

Zine mercaptobenzo- 
laine baloney aaa Pree 

03/06/80 to 30/06/82 


Goods admissible to 
free entry under 
British Preferential 
Taratise for ruse son ly 
in the manufacture of 
goods described in 
headings 93901 to 
03905 Uwnclusives...e ss 

03/06/80 to 30/06/82 


MFN 


Free 


Free 


Gra 


Current 


Proposed 


ee ee eal 


(cont.) 


Goods admissible to 
free entry under 
Brivisn Preferential 
Tarnit §YeLomeuse: inthe 
manufacture of addi- 
tives for heating, lu- 
bricating and fuel 
Dill mecasiotedecetetetecaleicle e's ¢\ 


03/06/80 to 30/06/82 


S29GNNTavANnCIOLOtiAcSs: 


92944-1 


92944-1 


Other than the follow- 


EPrecelve: wes ees eels tor 


Temporary rate reduc- 


CLON % se With? the vex= 
ception of the follow- 


ine: 
Penicridvin sand Wits 
derivatives (not 
including crude 


penicillin); 
Tetracycline'and its 

Gerivacivessec <6 e's 
03706780" 6930/06/82 


Goods admissible to 
free entry under 
British Preferential 
Tariit, a1 Oce Wwse only 
in the manufacture of 
goods described in 
headings 93901 to 
O35903 Bnelusive .. ess. 

03/06/80 to 30/06/82 


Goods admissible to 
free entry under 
Brircish Preferential 
fariti, tor use in” the 
manufacture of addi- 
cives’ tor heating, lu- 
bricating and fuel 
Ouelswesteters ees 6 alntela! eis Sleis 


03/06/80 to 30/06/82 


“Vito *. 


LO? Pacis 


Gi. cepeC. 


Free 


GPE 
MFN Current Proposed 


Sec. 


WO Bye. 6. > apie. Free 


G2270+C. bepec. Free 
Free 

Fres 

5 pete 


rs ae 

Group II: Miscellaneous 

Tariff Item 22600-1 

22600-1 Cand Gs te taeretec saree cee wees 15> Diets l6efeD.Cs  ehds0.c. Free 


BE PeCULVG rc «cis sie © SAitig/ alley cle SR ocean PAST cigeks» © vie su series Free 


Group 1 Ls Glass Products 


LarLir Lcenes2]/0l— 


GPT 
BE MFN Current Proposed 
32701-1 Shapes of glass or plastic 
for use in the manufac- 
ture of spectacle and 
CVeElass: LENSeS iisistes s 516 LO pec. Veron. C. Eo puc. Free 
Birrectiveune Ae ye We hal) 10 pee. LOs7eDeCs Boss D.C. Free 


For this tariff item, the Board recommends ,that. fom shapes of eiass 
the GPT rate be not reduced to Free; but’ that the GPT rate for shapes of 
plastic be reduced to Free, as proposed. 


For all other tariff items for which the Board did not receive any 
claims, the Board recommends a reduction to Free. To avoid repetition, these 
items are listed in the Summary section only. Should Canadian producers be 
adversely affected as a result of such reduction, they may petition the Board 
for safeguard action apart from Seeking rédressestnroughhaccions sunder ecae 
Anti-dumping Act and/or the Countervailing Duty Regulations, if applicable. 


a 
SUMMARY OF RECOMMENDATIONS 


TARIFF ITEMS FOR WHICH THE BOARD RECEIVED CLAIMS 


Tanicne 
Board 
Current Recom- 
Se MFN GPT mendation 


Group I: Agricultural Products 


7803-1 Hydrangeas and other pot- 
grown plants,” “nop. 5 
buds, scions and other 
Stoex for grafting or 
budding purposes, 
nO Diels bulbs, corms, 
tubers, rhizomes and 
Gor Mant erOOCS, lie OsDis) coke Free 1 aaa - Free 


Tobacco, unmanufactured, for ex- 
cise purposes under conditions 
Oletne sExXCrse AcE, subject. ito 
such regulations as may be pres- 
cribed by the Minister: 


Neo. Das 


a 
14203-2- Unstemmed, when _im- 
ported by cigar manufac- 
turers for use exclusi- 
vely in the manufacture 


of (Cigars ian -their own 
Factories... ...-per pound 12 5actse  le.5 .OUs. - Go. 350eco 


14305-1* Cigars, the weight of the 
bands and ribbons to be 
included in the weight 
for duty ....<..per pound $1.45 $1.45 - Won le cus. 
and OSG. C. 10: Diels - Ono ae. 


Notes: 

mye The duty asunder the noted item shall be levied on the basis sof); "Standard 
leaf tobacco" consisting of ten per cent of water and ninety per cent of 
solid matter. 

*/- section i2l,of the, Customs Tariff provides for an additional, duty which is 
equivalent to the excise duty. 


Group I; Liquors/Spirits, etc. 


15605-1* Whiskey .....per gallon of 
the strength of proof 


15610-1* Gin eovececeee PCr gallon of 
the strength of proof 


15630-1* Spirituous or alcoholic 


Llaquera, NSO. ps5 ab- 
sinthe, arrack or palm 
Spirit, arvar rete 


brandy and imitations of 
brandy, nN.O.D.;) Cordials 
Off a ean Sms De 5 
mescal, pulque, rum 
shrub; schiedam and 
other schnapps; tafia, 
and alcoholic bitters or 
beverages,  Nnso<p.; and 
Wines, 1.0.0. ," CONnLain= 
ing more than forty per 
Conteor Drool esp rai. ls 

per gallon of the 

strength of proof 


15635-1* Vodka ...per gallon of the 
strength of proof 


Note; 

% / seetion eats of the 
Customs Tariff provides 
for an additional duty 
which is equivalent’ to 
the excise duty. 


Group I: Electrical 


4542-1 Electron tubes, except 
X-ray tubes; 


E551) we 


Tarien 
Board 
Current Recom-— 
BP MFN GPT mendation 
38.8 Cus 8Cn0 usr =. 25; o@) Cus 
30.020 Csi S66 0LCuSs - 25.9 ctsz 
Bis @Qesic oi, 3 Cus ae Sliie @wSic 
O1 38 chsee 6 Ieekcrs:. - 54 s2eeets. 


44u542-1 Bases, beaded assemblies, 
(cont. ) cages, guns, mounts, 
stems and wire-wound 
Srids alie 1Or use an 
the manufacture of elec- 
tron tubes, except X-ray 
TUDES te alae ess ee 6s alelsieisie c 


Group II: Liquors/Spirits, etc. 


25615-1* Rum, n.o.p. ...-per gallon 
ef tne, strength ef proof 


Delete: 

The produce of a country 
accorded the benefits 
of the British Prefe- 
PENGLALO LAY ELL: “els ce ee 


per gallon of "the 
strength of proof 


The produce of a country 
accorded the benefits 


of the Most-Favoured- 
Me Genel AR er lE IL wr toene wacice 
per gallon of the 
Strength of Drool 


H620—1* Brandy ....++..-eper gallon 
of the strength of proof 


Note: 

* / Section Al; of the 
Customs Tariff provides 
for ane additional = ducy 
which is equivalent to 
the excise duty. 


SRG: a 
Tarure 
Board 


Current Recom-— 
BP MFN GPT mendation 


Free V2 08 pe. - Held back 
pending 
Reference 
160 


50 ets. Si t65 Free 


Free 


$1.50 


Oleogiets.) Cl.o cts. SONCrs: Free 


Group II: 


Building Materials/Products 


Tarred paper and prepared roofings 
(including shingles), fibre- 
board, strawboard, sheathing and 
insulation, manufactured wholly 
or in part of vegetable fibres, 


Ne «Psi; 


blotting paper, not 


printed nor illustrated: 


19200-1 


19200-2 


Other than the following.. 


Except 
Products manufactured 
wholly “or in. “parta.,of 
vegetable fibre, 


designed for ceiling 
uSe, nNeOeD. eeeeoeee0eeete8e8 @ 


Building papers and 


building paper felts, 
whether or not coated 
or saturated, not. cut 


to size OF shape; 
fibreboard, straw- 
board, sheathing and 


insulation, manufactured 
wholly Sor bain parte or 


vegetable fibres, 
NeO.De, Ol. CCUG ILOmsi ze 
or shape; blotting 
paper, not cut to «size 
OVESMADS eis s oie co stereielaetsteus 
Except 
Products manufactured 
whollyas OF @4n parte of 
vegetable fibre, 


designed ror ceiling 
use, 150.De,) 10L CULL LO 
size e@eeeeoeeeeeeeeneseeeee @ 


es 1 


Current 


BP MF'N GPT 


W287 Deen slesORDe Cenc connec. 


11.07 0.Ce> Uleo Dete | Ou lecs 


Tari fh 
Board 
Recom- 


mendation 


Free 


Oe Dece 


Free 


eieag rac 


= ih =< 


Tari er 
Board 
Current Recom- 
BP MFN GET mendation 


7o000—1 Baths’; bathtubs, ‘basins, 
closets, closet seats 
and covers; closet 
tanks, lavatories, uri- 
nals, sinks and laundry 
tubs of earthenware, 
Stone, Cement. oclay “ior 
other material; n.0.D «a 2 5up rene als specs LO Tp... Free 


Except 
Vitreous china toilet 
bowls and tanks, = and 
bowl-tank combinations 
EVR SO LAist olelwle ele e's 6 clstenets LO p.G. 


Group II: Papers/Paper Products/Printed Matter 


17800-1 Advertising and _ printed 
matter, viz.; Adverti- 
Sing pamphlets, adver- 
tising show cards, ii- 


lustrated advertising 
periodicals; price 
books, catalogues and 


price lists; advertising 
almanacs and calendars; 
patent medicine or other 
advertising circulars, 
fly sheets or pamphlets; 
advertising chromos, 
chromotypes, oleographs 
or like work produced by 
any process other than 
hand painting or draw- 
ing, and having any ad- 
vertisement or adverti- 
Sing matter printed, li- 
thographed or _ stamped 
thereon, or attached 
thereto, including ad- 
vertising bills, folders 


L7SO0—1 
(cont. ) 


17900-1 


and ~posters, | or vother 
Similar “arcelsure | work, 
lithographed, printed or 
stamped on paper or 
eardboard for business 
or advertisement pur- 
poses, m20.p. per pound 

but not Less than 


Labels for ‘cigar boxes, 


Cruise; vepetables, 
meats, fish, confection- 
ery or other goods or 
wares; shipping, price 
or other tags, tackets 
or labels, and railroad 
or other tickets, whe- 
ther lithographed or 
printed, or partly 
printed, Odes che 
foregoing not. ianeluding 
labels.of textilewtibres 
ha Mise sts, ARG ooo 


Tickets issued by 
railway systems in the 
Brice sh Commonwealth 


(not including railway 
systems operating otal 
Canada), shall be exempt 
from customs duty, when 
produced in countries 
entitled to the benefits 
of the British Preferen- 
biaietarit f. 


Re sy 


5. @wSi« 


15 + faa 


eal tit 
Board 
Current Recom-— 
MFN Gea; mendation 
6. 25metss  Smets. Free 


23 ek D.C. —o 


LGA “Dp .Cn Jeu lps. Free 


- 57 - 


Tari. 
Board 
Current Recom- 
BP MFN GPT mendation 
18000-1 Photographs, chromos, 
chromotypes, artotypes, 
oleographs, paintings, 


drawings, pictures, en- 
Bravinesesor, "prints —or 
proofs therefrom, .and 
simijar jiworks , of art, 
[beO = ie eievelonot« cteleieis sce cietels Newsy jerory mNoureveruer © tll leisier Free 


18030-1 Plans and drawings, re- 
lated specifications, 
any substitute therefor, 
reproductions of the 
foregoing, n.O.p.; maps 
SndeCnaruS . tleaOiD os e:sncieke 2 .Sen.cs Jlscioecae 9.5 pec. Free 


18100-1 Banks notes, bonds, bills 
of exchange, cheques, 
promissory notes, drafts 
and all similar work, 
unsigned, and cards or 
other commercial blank 
forms printed or litho- 
graphed, or printed from 
steel or copper or other 


plates; printed matter, No 

ies Ose Dicmacasnehenels aichctale ayeisl siare cMsth Gereere: Megas jos et,) mimo nian Change 
Hol05 =e) sPictorial post-cards, 

greeting cards and simi- 

Ia eeaAGo Stace Cards .Or No 


ied We Cy abel s ok ae nr ore Creare LS (pare LO alee 1). psc. Change 


18200-1 Music for mechanical piano 
Pls Ao trere lates ss wre sie. a. ues Sy senor 6 JOmpee. ASCs er Free 


oe 


Tarit f 
Board 
Gurrent Recom— 
BP MFN GPT mendation 
Group II: Chemicals 
92915 - Polyacids and their an- 
hydrides, acid halides, acid 
peroxides and peracids, and 
ID atenkia halogenated, sulpho- 
nated, nitrated or nitrosated 
derivatives: 
92915-1 Other than the follow- 
ing eeeeeeese3se34us#et 8se@eee#ee%ee? 10 DpeCe oy ok DeCe fe) DpeCe Free 
EXCeDpL 


Butyl-2-ethylhexyl 
phthalate (butyl 
octyl phthalate); 

Butyl isodecyl 
phthalace; 

Butyl isooctyl 
phthalate: 

Dibutyl maleates; 

Dibutyl phthalates; 

Didecyl phthalate; 

Di-(2-ethylbutyl) 
phthalate; 

Di-(2-ethylhexyl) 
adipate; 

Di-(2-ethylhexyl1) 
azelate (dioetyl 
azelate); 

Di-(2-ethylhexyl) 
sebacate (dioctyl 
sebacate); 

Di-isodecyl adipate; 

Di-isodecyl phtha- 
Late: 

Di-isooctyl adipate; 

Di-isooctyl phtha- 
late; 

Dinonyl phthalate: 


= AO 


fararT 
Board 
Current Recom- 
BP MFN GPT mendation 
92915-1 Di-(2-octyl) phtha- 
(cont. ) late (dicapryl 
phthalate); 
Ditridecyl phtha- 
late; 
2-Ethylhexyl n-decyl 
phthalate; 
n-Octyl n-decyl adi- 
pate; 
n-Octyl n-decyl 
phthalate; 
Tri-(2-ethylhexyl) 
Crlne bia Ga Lemes laces 6 rer 
Delete Free rate 
under the GPT oppo- 
Site Temporary rate 
reduction. 
No 
92915-3 Pithaliemanhydride oo... LOsDaes Teepe s 0 ap aC. Change 


92916 - Alcohol-acids, aldehyde- 
acids, ketone-acids, phenol- 
acids and other’ single or 
complex oxygen-function acids, 
and their anhydrides, acid 
halides, acid peroxides and 
peracids, and their halogen- 
ated, sulphonated, nitrated 
or nitrosated derivatives: 


92916-1 Other than the follow- 
ing @®eeoeeee2e¢#ese3e#2s3s392e¢estkee8 @ 10 DpeCe Te: Pp.Ce 9 PpeCe Free 


92916-1 Except 
(Cont. ) Citric acid: 
12-Hydroxystearic 
acids 


Sodium citrate (Ctri- 
sodium citrate) .. 


Delete Free rate 
under the GPT oppo- 


site Temporary’ rate 


reduction. 


93206-1 93206. =<1Colourm Jakes ite... 


Except 
Non-food grades eooeee 


93404 - Synthetic wax; waxes con- 
taining synthetic wax: 


93404=1 Other than the follow- 


ing eeeoeeeeeteeeeeeeeeee 


Except 
12-Hydroxystearic acid 


93901 - Condensation, polyconden- 
sation and polyaddition pro- 
ducts, whether or not modified 
or polymerised, and whether or 
not linear (for example, phe- 
noplasts, aminoplasts, alkyds, 
polyallyl esters and other un- 
saturated polyesters, sili- 
cones): 


won 


BP 
LOUD. er 
8.20. mee 


MFN 
CS eer 
eels Clea 


Current 


GPT. 


9 D.C. 


ie ainDie « 


Tarnit 
Board 
Recom-— 


mendation 


9 D.C. 


Free 


OF D.C. 


Free 


565. Oe Ge 


a 


Tarits 
Board 
Current Recom- 
BP MFN GPT mendation 


(e) Plates, sheets, film, 


sheeting, SUrIp; 
lay-flat or other 
cubing, blocks. bars, 
rods, SscuLeks; non= 
texcile monofilament 
and other profile 


shapes imported in 
lengths, all produced 
in uniform cross- 
section: 


93901-81 Other than the follow- 
ing eeeeeee28e?e¢#e#ese?8teeeeee 16 DeCe 16 DeCe LORS PpeCe Free 


Except 
Melamine-formalde- 
hydes; 
Phenol-formalde- No 
yaikel ch A Aare VO sce Change 


Epoxies; 
Polyamides; 
silicones; 
Unsaturated poly- 
esters; 
Urea-formaldehydes.. de eve Cat Oe Dees 


Polycarbonate plate, 


sheet, hag NE 
sheeting and 
Strip, w.20l. less 


than 0.03 inch 

and not more than 

Oe s0ei nen in No 
PCH NGaS] Ms «cc's ie Sieben OR ORS Change 


5 62 = 


Lari. 
Board 
Current Recom= 
BP MFN Ged mendation 
93901-81 Polyethylene tere- 
(cont. ) phthalate Caeim 
under six inches No 
YY WalC- GMs Geiss © efelsies BAD Cis Change 


Delete all rates 
under the GPT oppo- 
site Temporary rate 
reduction. 


93902 - Polymerisation and copoly- 
merisation products (for ex- 
ample, polyethylene, polyte- 
trahaloethylenes, polyisobu- 
tylene, polystyrene, poly- 
vinyl chloride, polyvinyl 
acetate, polyvinyl chloroace- 
tate and other polyvinyl deri- 
vatives, polyacrylic and poly- 
methacrylic derivatives, cou- 
marone-indene resins): 


(g) Plates, sheets, film, 
sheeting, Surly, 
lay-flat or other 
tubing, blocks; ‘bars, 


rods, sticks) 
non-textile monofi- 
lament and other 


profile shapes im- 
ported in lengths, 
all produced in uni- 
form cross-section: 


93902-81 Other than the follow- 
LYS So wierd eteterstete ae crete’ ARs iam elrerc 62 Dreee 10.5 pec. Free 


= Ge 


Tariff 
Board 
Current Recom- 
BP MFN GPT mendation 


93902-81 Except 
(eont. ) Acrylonitrile-buta- 
diene-styrene 
type; 
Polyvinyl ehloride 
type, including 
polyvinyl chloro- 
acetabe; 
Styrene-acryloni- No 
5 CANS Leelee Cae LG. 570.c. (Change 


Polystyrene type, 
TiO ets 
Polybutylene type 
GUD iS everereres.e everele iO. ono. Cc. §6.5°D.C. 


Polytetrafluoroethy- 
lene type; 
Polyvinylidene chlo- 
ride film, other 
Chane tor. Use in 
the packaging of No 
goods for sale... stot joraee Change 


Delete all rates 
under the GPT oppo- 
Site Temporary rate 
reduction. 


9390 2-83 Polymethyl methacry- 
late type plates, 
sheets, film, sheet- No 
MT rans Ss UR Oe te wee one LO” Dace LO gO. Ge G.TRD Cs Change 


Group II: Miscellaneous 


23600-1 Surgical dressings, anti- 
septic or aseptic, in- 
cluding absorbent cot- 
ton, lint, lambs. wool, 
tow, jute, oakum, whe- 
ther imported singly or 


23600-1 
(cont. ) 


41105-1 


41105 -2 


in combination one with 


another, but not 
stitched or otherwise 
manufactured; surgical 


trusses and suspensory 
bandages of all kinds; 
Sanitary napkins, and 

abdominal JSuppORmuS. cau. 


Self-propelled trucks, not 


including machines for 
felling, skidding, 
piling, loading, bunch- 
ing or processing trees 
or logs, which have been 
modified for carrying a 
load; parts, of all. the 
foregoing; all the 


foregoing ror use 
exclusively in the 
operation of logging, 
such operation to 


include the removal of 
the log from stump to 
skidway, log dump, or 
common or other carrier 


Logging cars; captive bal- 


loons; blocks and 
tackle; wire rope, not 
including wire rope to 
be used for guy ropes or 
in braking logs going 
down grade; parts of the 
foregoing; all the fore- 
going for use exclusive- 
ly in the operation of 
logging, such operation 
to include the removal 
of the log from <stump’ to 
skidway, log dump, or 
common or other carrier 


Except 


SCCel WLS POPS me ee sic arene 


Oaiee 


LO” pace 


10 psc. 


OW TIC a 


MFN 


LOS aD. es 


TL. s3epeC. 


1).Opso. 


Current 


GPT 


LO [0.c'. 


ia Die Cs 


(pec. 


aris. 
Board 
Recom- 


mendation 


No 
Change 


Free 


Free 


To Dies 


hee 


Tarix & 
Board 
Current Recom= 
BP MEN GPT mendation 
Brake lining and clutch facings, 
whether or not including metal- 
jie wires or threads, for auto- 
mobiles, motor vehicles, elec- 
tracrscrackiess “trolley. buses, 
fire fighting vehicles, ambu- 
lances and hearses, or chassis 
enumerated in Varist items 
HANO0-1 and 43803-1: 
43833-1 When made wholly or in 
part from crude as- No 


DESUOS: tlle Oc. Detacte oveus sue NES Sater, LOK faepinGieab Ca Dae. Change 


60600-1 Leather produced from 
East India tanned 
Pakoly Saeoryery Boece ors cn 1G sips C ea heLO sds Coye, lla Dee. Free 


pai 


TARIFF ITEMS FOR WHICH THE BOARD DID NOT RECEIVE ANY CLAIMS 


Tari 
Board 
Curren Recom- 
BP MFN Gin mendation 


Group lls (Glass Produces 


32305-1 Mirrors of glass, bevelled 
or not, and framed or No 
OU, ie O's eile wel elais eres wlols Ley ec. LEDs: Cr No pee. Change 


No 
32606-1 Glass “tableware, 170. De. OMS Res 20npec. LOS Dee. Change 


32612-1 Cut glass tableware and No 
Cut BLassware'.e sO. ls + LO: pce LO. DSc SC. Change 


32701-1 Shapes of glass or plastic 
for use in the manufac- 
ture of spectacle and 


evyerlass TenSeS! esse «6s LOND eer. IAS ee ere oln er rer Free 
Except 
Shapes" Of 2lass: eee sie 8 psc. 


Group II: Chemicals 


92935 - Heterocyclic compounds; 
nuclerve vacrds. 


92935-1 Other than the follow- No 
TAG fale ele Mistets clelslelereye ee LO p.cs lee Cis uD encre Change 


92944 - Antibiotics: 


92944-1 Other than the follow- No 
ATE be letate tse tetetetene avate ce cste ts HO MD eC. LOS Dis Cs One Oe cs Change 


Group II: Miscellaneous 


No 
22600-1 Candles eeooeveeooveweeeeveoee200 0 15 PpeCe 1607 PpeCe idk peCe Change 


jeOuv Ls Agricultural Products 


Tobacco, 


unmanufactured, for ex- 


cise purposes under conditions 
Of Sthe Excise’ Act; subject to 
such regulations as may be pres- 
cribed by the Minister: 


NeO. Ds s 
a/ 
14203-1* Unstemmed .....per pound 
a/ 
14204-1* Stemmed .......-per pound 
a/ 
14204-2% Stemmed, when imported 


a/ 
14210-1* 


14315-1* 


14500-1* 


Notes; 


by cigar manufacturers for 
use exclusively in the 
manufacture of cigars in 
CHeir Bown aACCOrLES 1.0. cele 


per pound 

Converted tobacco leaf 
for use in the manufac- 
ture (of “cigar binders 
and’ Cigarlwrappers se... 
per pound 

Cigarettes @eeee7ee7e2e0e2e#8e8e8 ee 
Manufactured tobacco, 
We OwD obese s were Del pound 


S67 = 


/.20nects . 


PO. Cus. 


2OTetS. 


65.6 cts. 


EAB IL jeees 


55> Ges. 


MFN 


Vie ONe ess 


26.3 Cts. 


COLecs. 


65.0 ets. 


Ae Os WOE oe ae 


LOCeLS-. 


lige es 
Board 
Current Recom- 


GPT mendation 


- Free 


- Free 


- Free 


= Free 


= Free 


= Free 


ay The duty under items noted shall be levied, on the basis of “Standard: leaf 
tobacco" consisting of ten per cent of water and ninety per cent of solid 
matter. 


ey, oection 2l, 


equivalent to the excise duty. 


Of the Customs Tarif fisprovides) ton -an additional duty which is 


27825-1 Oils, hydrogenated, blown 
or dehydrated, not in- 
cluding blown or hydro- 
genated fish, seal or 
Wii EMO U lS. iss eels sratercie e's 


Group I: Liquors/Spirits, etc. 


16810-1 Vinegar eeoeoeveeeeeee eee e eee 0 


=aoon 


125% pao" 


LO pe 


Group Els Other Agriculvural Products 


1210-1 Sausage casings, synthe- 
ULC, OL paper eoeeeoeees#es?es 


7910-1 Orchids; natural, Suu, 
whether in designs or 
DOUQUETS: Or INOU su. sess « 


Vegetable oils, other than crude 
or crude degummed: 


27731-1 Cocoanut eeceeveereeeves eee eee 


Group Ils Ligquors/spirits, vc. 
Alcoholic perfumes: 


16001-1 When in bottles or flasks 
containing not more 
than four ounces each .. 


16002-1 When in bottles, flasks or 
other packages, contain- 
ing more than four 
ounces each ..per gallon 

and 
but not more than, 
per gallon 


LO aGie 


Free 


l2.5 D.C. 


LD o3 MORiGss 


MFN 


ea. Cs 


DS ae eine 


iS OAs Bee oee 


for De Gs 


J Gusagun seo 


TarityE 
Board 
Current Recom- 


GPT mendation 


- Free 


~ Free 


EG og Ss Free 


aeImace Sree 


12.5 pec. Free 


10..5:-p.+Ge... Fres 


Palio @ jy sy Free 


$4.00 Free 


Perfumed spirits, bay rum, cologne 


and 
nai, 


lavender waters, lotions, 


tooth and skin washes, and 


other toilet preparations con- 
waIning ssprrits of any kind’ 


16101-1 


16102-1 


23300-1 


Group. Lis 


19500-1 


28200-1 


28205-1 


30705=1 


When in bottles or flasks 


containing not more 
than four ounces each .. 


When in bottles, flasks 


or other packages, con- 
taining more than four 
OUNCES PEACE. ce ecleins c's 
but not more than, 

per gallon 


Pomades, French or flower 
odours, preserved in fat 
or “oil for the purpose 
of conserving the odours 
of flowers which do not 
bear the heat of distil- 
lation, when imported in 
Linseat NOt. less ethan 
TEN POOUNGSMeaCliy. s+ se eee 


Building Materials/Products 

Harigines paper, (ns0.p., Or 
wall papers, including 
porders or pordering “... 


Building brick and paving 
brick eeee4e0e02nHee¢e0ec8e80eceteeeeeee 


Manufactures of clay or 
cement, neO.D. eeee4e2eee 


Manufactures, sot) marble, 
neOeD. eoeeeeoeensveeseeeee ee @ 


SEOUL 


15) D.C. 


1 r Dee s 


$2.90 


LO Dee. 


ees Cue 


Bel peCe 


10300 .C. 


se eg OTK oe 


MFN 


15. epieGs 


LS p's Co 


LOS = Gs 


Tee: Was 


Sad “pees 


1OSg iD cs 


La Spe Cs 


Current 


GPT 


LO eps Cis 


10: Pee 


$2.00 


Laepaes 


IS eer 


Tarver 
Board 
Recom-— 


mendation 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


BP 
30715-1 Manufactures of granite, 
NeOePe eeeees34essroe@2e2e8eee#es gles DeCe 
30800-1 Manufactures of — stone, 
NeOeDe eoeeeoeoeeeeeeeeeeee @ 15.6 DeCe 
50065-1 Flooring tiles made of in- 
dividual strips of wood 
joined together... sss 6.0 p.es 
Group II: Papers/Paper Products/Printed Matter 
18010-1 Decalcomania transfers of 
Geli Kati Si a1i.:O'e Dice inter eie.e 6 Le? eo Meee’. 
19300-1 Paper: Ssackscorrbars ofall 
Kinds’, printed or mot —. 1206p ees 
19410-1 Wholly or partially litho- 
graphed or printed 
sheets, including those 
provided ror under 
tariff item 19405-1, for 
use in the manufacture 
Of "playing vcards ..% eee. LO “peGe 
19800-1 Ruled and border and 
coated papers, boxed pa- 
pers, pads nov printed, 
papier-maché ware, 
NeOeD. eoeoeee5nseeeseskeseee2eeec28 @ 12.0 peCe 
19900-2 Matches of paper eooeeoeeve ce hee DpeCe 
Handmade papers, not to include 
mould-made deckle-edge papers, 
valued at not less than 40 
cents per pound wholesale: 
19930-1 Not cut to size or shape LOUD ses 


Si a 


MFN 


1G Deer 


15 SO pee. 


Geo DeC. 


GY .S Dey 


12. OFpTes 


15a pi. C. 


I2.88p.er 


D230 50. 


L209 pees 


Current 


GPT 


OS Dee 


DO pes 


PD. Cs 


Ore Dis C« 


Oto peo. 


LOM. C. 


8258p. GC. 


ce ie Wear 


St5ep<c. 


Taran 
Board 
Recom-— 


mendation 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


20205-1 Twine or yarn of paper ... 


Group II: Glass Products 


Laminated glass, of sheet glass, 
plate glass or float glass, or 
combinations thereof: 


32201-1 Not further processed 
than cut in rectangles.. 


32300-1 Manufactures of laminated 
PLAS. 7 tlO sD cieetes 6 slsteletsie 


Group II: Chemicals 


20900-1 Sodium carbonates, na- 
tural e@eeeeoeeeesvseseeeeee0 @ 


92804 - Hydrogen, rare gases and 
other non-metals: 


92804-5 Tellurium eececeoeeveeeeeeeeeoe 


92808-1 92808 - Sulphuric acid; 
oleum @eeeee35e8eeeeee#ee?sse @ 


92809-1 92809 - Nitric acid; sul- 
DHONTErIG acids, « -wis. 


92813 - Other inorganic acids and 
oxygen compounds of  non- 
metals (excluding water): 


92813-5 HVdrOfRuOric "aCiG ... aes 


92816-1 92816 - Ammonia, anhydrous 
or in aqueous solution 


=F 7 ae 


O68) Dee 


DeeieiC 


15.7 D.C 


POU Dec. 


5 Des 


Tie DG. 


9.4 pees 


7.4 p.e% 


Oss Del. 


MFN 


Seo DeGe 


10% OF Die Oe 


LG (oe Cte 


1a. pee. 


a OE ewrey 


9.4 PpeCe 


9 4epices 


Qs peGs 


6.3 D<C. 


Current 
GPT 


Be ees 


5 


Li pw. 


9 


6 


DeCe 


PpeCe 


Tarif 
Board 
Recom— 


mendation 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


92817 - Sodium hydroxide (caustic 
soda); potassium hydroxide 
(caustic potash); peroxides of 
sodium or potassium: 


92817-3 Sodium hydroxide (caustic 
soda) eeeeoeeeeeeeeeeeeesee 


92838 -  Sulphates (including 
alums) and persulphates: 
92838-1 Other than the follow- 

ing eeeeeoeeese#estees@? e@oeeee 


Delete Free rate under 
the GPT opposite Tem- 
porary rate reduction. 


92842 - Carbonates and percar- 
bonates; commercial ammonium 
carbonate containing ammonium 
carbamate: 


92842-1 Other than the follow- 


ing @eeeeeoeeeeseeeeeeee ee @ 


Delete Free rate under 

the GPT opposite Tem- 

porary rate reduction. 
92901 - Hydrocarbons: 


92901-4 Butanes eoeoeoeve eee eee eee 


92901-12 Propane eeweeneveeoeveen ee eee 


92903 - Sulphonated, nitrated or 


nitrosated derivatives of 
hydrocarbons: 
92903-2 Trinitrotoluene (INT) .. 


= pg 


SPE ea isi 


LOT se. 


On PG 


ON Dec. 


Fo 4 pate 


9.4 p.c. 


MF'N 


9.4 .Cs 


T2565 Dp.Ce 


Tule pe ce 


GettaD se Ge 


Se Tie owe 


9.4 p.c. 


Current 


GPT 


Cperyenee 


GQ -DietCie 


OnD.Gis 


@ D+ @. 


Capes 


Tariff 
Board 
Recom-= 
mendation 


Free 


Free 


Free 


Free 


Free 


Free 


92904 - Acyclic alcohols and their 
halogenated, sulphonated, ni- 
trated or nitrosated deriva- 
tives: 


92904-5 Methyl @alCOnOl. ..sisiele's 06 


92913 - Ketones, ketone-alcohols, 
ketone-phenols, ketone-alde- 
hydes, quinones, quinone- 
aLeonoLs., quinone-phenols, 
quinone-aldehydes and other 
Single or complex oxygen- 
funetion ketones and quinones, 
and their halogenated, sul- 
pnonated;, ~nitrated cor -nitro- 
sated derivatives: 


92913-1 Other than the follow- 


ing @eeeoeeeeeeeesesenevseeee 


Delete Free rate under 
the GPT opposite Tem- 
porary rate reduction. 


92931 - Organo-sulphur compounds: 


92931-1 Other than the follow- 


ing eeeeoeenrecsvee3#ekeesesnste eee e 


Delete Free rate under 
the GPT opposite Tem- 


porary rate reduction. 


92936-1 92936 - Sulphonamides .... 


Delete Free rate under 
the GPT opposite Tem- 


porary rate reduction. 


a te 


Sele 


LOC pec. 


LOO. Cs 


104 Dis Gr 


Tarit i 
Board 
Current Recom-— 
MFN GPT mendation 
LOM Dw. e- ay epee Free 


12.0 0.es Oss pete Free 


Ey ED aie’ a, Oop e's Free 


NEEM oe oie ee) seeker Free 


Eo Aree 


ae ar 
Board 
Current Recom- 
BP MFN GFT. mendation 


93819 - Chemical products and pre- 
parations of the “chemical or 
allied industries (not inclu- 
ding those consisting of mix- 
tures Or: natural products 
other than compounded = ex- 
tenders for paints), n.o.p.; 
residual products of the 
chemical or allied andustries, 
1sO.Ds:s NOL’ Inecludinge soap, 
nor pharmaceutical, flavour- 
ing, perfumery, cosmetic or 
toilet preparations: 


93819-2 Alkyl aryl  hydrocar- 
bons, unsulphonated 
reaction Dlendse.< +... 5 p.ee 9. peor. 5a pecs Free 


Group II: Miscellaneous 
23205-1 Gelacine, Gc «Per mcs 6 me esters 1D. Os lime Dees ele Dees Free 
23210-1 Vegetable glue e@oeveeveeseve ee £0 PpeCe Tse pec. 10 De Ce Free 


25200-1 Shoe blacking; shoemakers' 
inks; shoe, harness ‘and 
leather dressing, and 
knife or other polish or 
GOMPOSTLION, Oe De ce L2.5 pro. Or, GMOs eG. | 8 On 5D. Ce Free 


30400-1 Grindstones, mounted or 
HOt s flee Dro ec ecrersve steve tetets LO DnGe 4.0 Dec. O40" D.C. Free 


30805-1 Manufactures of alabaster, 
Tis'G ae Pies ve cas st eusieler cietaces ererecs TACO Diss s eel eo nese so .cls Free 


Cinematograph or moving picture 
Pilms, POsicives, 1.0. Ds. 


65705-1 One and one-eighth of an 
inch in width and over 
per linear foot MAS) ee aoe ee Pence IEC Ure Free 


BTiS 


AND SO THE BOARD RECOMMENDS 


d 


a 


G. Deachman 
First Vice-Chairman 


eee 


Preis Hse KoGo MeWewalia 


pey ; Member 
Jean P. Bertrand R.K. Matthie 
Member Member 


Ottawa 
Boeri 1, 1962 
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July 24, 1980 


Mr. John A. MacDonald 
Chairman 

Tariff Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


IL am writing to ask the Tariff Board to study and 
report under section 4(2) of the Tariff Board Act ona 
number of matters relating to the General Preferential 
Tarart <GPT 


The Canadian GPT was implemented in 1974 as part 
of an international system of tariff preferences de- 
Signed to assist developing countries to expand their 
exports of manufactures and semi-manufactures' to 
developed country markets. The preferential rate on 
industrial products covered by the Canadian scheme is 
established by legislation at two-thirds of the Most- 
Favoured-Nation (MFN) rate of duty or the British Pre- 
ferential (BP) rate, whichever is lower. Specific 
preferences have also been established for selected 
agricultural products. Most textile products, leather 
footwear and certain electron tubes and parts were 
excluded (from sithe:scoverage of the GPT. by -Order in 
Council under the safeguard clause because of the par- 
Clculare sensitivity Sof = Ganadian production in these 
sectors. to import. competition. 


Since it came into effect in 1974, the GPT has 
been the subject) of numerous and often conflicting 
representations. On the one hand, developing coun- 
tries seeking to improve their competitive position 
vis-a-vis developed countries in the Canadian market 
have requested that preferences under the GPT be im- 
proved -andssalso that. ‘the’ product coverage of the 
scheme be expanded. Most recently developing coun- 
tries have expressed concern that the lowering of MFN 
Carifi rates’ as: a result of the multilateral trade 
negotiations (MTN) will yield smaller margins of pre- 
ference for developing countries under the GPT than at 
present. They are seeking further improvements to the 
Canadian scheme so that their relative competitive 
position in the Canadian market will be enhanced or, 
at least, maintained. 


= 80-2 


On the other hand certain Canadian producers have 
expressed dissatisfaction and concern over the grant- 
ing of preferential access to the Canadian market for 
developing countries. They argue that for many pro- 
ducts these countries no longer need preferential 
access to compete in the Canadian market and that 
Canadian production and employment may be threatened 
by these preferences. Canadian producers have also 
alleged that the current safeguard provisions under 
the GPT are inadequate and do not allow for prompt 
consideration and open review of petitions for with- 
drawal or suspension of preferences. 


In response to these latter representations and 
in order to be in a position to consider improvements 
to the GPT, the government will be introducing legis- 
lation to change the safeguard provisions of the GPT 
legislation. These changes will be designed primarily 
to facilitate the review of petitions from Canadian 
industry for withdrawal or suspension of the GPT pre- 
ference on particular products from either one or all 
GPT beneficiaries. The proposed changes would include 
a provision to allow Canadian producers to petition 
the Tariff Board directly to determine whether imports 
at GPT rates are causing or threatening to cause them 
injury and, in the case of a positive finding, to 
recommend appropriate safeguard action to the govern- 
ment. Authority for the Governor in Council to estab- 
lish tariff rate quotas, on the recommendation of the 
Tariff Board, as an alternative to outright exclusion 
of products from the GPT, would also be provided for 
in the amended GPT legislation. (Under a tariff rate 
quota the MFN tariff rate would be automatically 
restored when imports at the preferential rate reach a 
predetermined level). These changes should, if imple- 
mented, reassure Canadian producers that their re- 
quests for safeguard action will be given prompt con- 
Sideration under procedures which allow for extensive 
input. ‘by, and. consultation with; Canadians 2ndustry. 
At the same time, developing countries or their repre- 
sentatives would have the opportunity to make repre- 
sentations to the Board on any petition for safeguard 
action. 


BAS Wh = 


I recognize, however, that legislation will take 
time and that Canadian producers have an immediate 
concern. 1 would therefore like to meet that concern 
as far as possible within the context of existing 
Legislation. “Accordingly, 1. direct the. Tariff Board 
pursuant to section 4(2) of the Tariff Board Act to 
conduct an inquiry into any submission it’ receives 
from a Canadian producer to the effect that the pro- 
ducer has suffered or may suffer injury as the result 
of the General Preferential Tariff, where the Board is 
Satisfied that there is a prima facie case of injury. 
If the Board should decide to proceed with an inquiry 
I would not expect it to recommend safeguard action 
unless it were fully satisfied that there is actual 
injury to Canadian producers or an actual threat 
thereof due to imports at the reduced rates of duty 
under Lhe; GPT. — 1 would expect the Board to take into 
account those economic factors generally recognized as 
relevant to a determination of injury such as those 
contained in the GATT Anti-dumping Code and the Code 
on Subsidies and Countervailing Duties. The Board 
ZIOULd, ieee) INgGULEY salso-sattenpl. to ‘establish 
whether withdrawal of the GPT on the product or pro- 
duets concerned would in fact provide significant 
relief to the Canadian producer or producers. The 
Board shall report is findings to me within six months 
of commencing its inquiry together with its recommen- 
dations as to whether in the particular instance the 
General Preferential Tariff should be withdrawn in 
WiOLGC “Or in | pari. If as the inquiry proceeds the 
pOard iS] savastiied that there isa situation requiring 
urgent action, it shall make an interim report and 
recommendation prior to its final report and recommen- 
dation. In addition to the views of Canadian produc- 
eromcues board ~shaould. wins Carrying out they ainquairy, 
invite and take into account the views of the export- 
ing beneficiary country or countries, exporting firms 
or representatives thereof as well as Canadian import- 
ers and consumers. 


Given the reassurances that will be provided 
Canadian producers upon implementation of the proposed 
changes to the safeguard provisions, and bearing in 
mind the results of the MIN, the government also con- 
Siders “iL timely “and? -appropriate to review what 
changes or improvements to the GPT scheme may be pos- 
Sible to deal with the concerns of developing coun- 
tries noted above. I would not want to propose such 


Re) ee 


changes or improvements, however, unless it were 
determined that Canadian interests would not be 
adversely affected. 1, therefore, direct” the Tariff 
Board pursuant to section 4(2) of the Tariff Board 
Act, to review and report on the expeeted’ impact’ on 
Canadian production of including in the GPT those pro- 
ducts covered by the tariff items listed in Group I of 
Annexes A and B to this letter, and the expected im- 
pact on Canadian production if the preferential rate 
under the GPT were established at Free for those pro- 
ducts covered by the tariff items listed in Group II 
of Annexes A and B. I would also ask the Board to 
include in its report recommendations, based on its 
findings, as to whether any of the products covered by 
the tariff items in Group I should be included in the 
GPT, and if S06 at whav fravesa, -and -Wwieuner= ay or vic 
products covered by ‘the items in “Group Il’ “shouldbe 
allowed duty-free entry under the GPT. 


If the Board should conelude” that the inclusion 
in the GPT of some of the goods which are now excluded 
would be facilitated by the establishment of tariff 
rate quotas for those products, I would ask the Board 
also to make recommendations regarding the levels of 
such quotas. With regard to the GPT rates which the 
Board might recommend for products which are now ex- 
eluded from the GPT, but for whiten the GPiirarve™t ormu- 
la would apply if they were included in the GPT, I 
would ask the Board to consider only two options: 
duty-free entry or the formula rate (i.e. the MFN rate 
minus one-third or the BP rate if it is lower). 


I would “ask thatw the “"Tarvitt Board “repori nov 
later than nine months from the date of this letter on 
the tariff items listed in Annex A. The Board's re- 
port on the items listed in Annex B should be submit- 
ted within one year of its report on the items listed 
in Annex A. 


Yours sincerely, 


Allan J. MacEKachen 


APPENDIX II 


LIST OF COUNTRIES ENTITLED TO 
GENERAL PREFERENTIAL TARIFF TREATMENT 
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LIST OF COUNTRIES ENTITLED TO 
GENERAL PREFERENTIAL TARIFF TREATMENT 


Afghanistan Djibouti (formerly French Territory 
Algeria of Afars and Issas) 
American Samoa Dominica 

Angola Dominican Republic 
Antigua-Barbuda Ecuador 

Argentina Egypt 

Ascension El Salvador 

Bahamas Emirates, United Arab 
Bahrain Equatorial Guinea 
Bangladesh Ethiopia 

Barbados Falkland Islands 

Belize Paya 

Bermuda French Polynesia 

Bhutan French Southern and Antarctic 
Bolivia Territory 

Botswana Gabon 

Brazil Gambia 

British Indian Ocean Territory Ghana 

Brunei Gibraltar 

Bulgaria Grenada 

Burma Guam 

Burundi Guatemala 

Cameroon Guinea 

Cape Verde Islands Guinea-Bissau 

Caroline Islands Guyana 

Cayman Islands Haiti 

Central African Republic Honduras 

Chad Hong Kong 

Chile India 

China, People's Republic of Indonesia 

Christmas Island Iran 

Cocos (Keeling) Islands Iraq 

Colombia Israel 

Comoros Ivory Coast 

Congo Jamaica 

Cook Islands Jordan 

Costa Rica Kenya 

Cuba Khmer Republic (Cambodia) 
Cyprus Kiribati (formerly Gilbert Islands) 


Dahomey (now Benin) Korea, Republic of 


Kuwait 

Laos 

Lebanon 

Lesotho 

Liberia 

Macao (Macau) (Portuguese 
Overseas Provinces) 

Madagascar 

Malawi 

Malaysia 

Maldives 

Mali 

Malta 

Mariana Islands 

Marshall Islands 

Mauritania 

Mauritius 

Mexico 

Montserrat 

Morocco 

Mozambique 

Nauru 

Nepal 

Netherlands Antilles 

New Caledonia and dependencies 

Nicaragua 

Niger 

Nigeria 

Niue 

Norfolk Island 

Pakistan 

Panama 

Papua New Guinea 

Paraguay 

Peru 

Philippines 

Pict Calter 

Portugal 

Portuguese Adjacent Islands 

Portuguese Overseas Provinces 

Qatar 

Romania 

Rwanda 

St. Christopher (Kitts)-Nevis- 
Anguilla 


source: 
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St. Helena 

Sem sUCia 

St. Vincent and the Grenadines 
(formerly St. Vincent) 

Sao Tomé and Principe 

Sénégal 

Seychelles 

Sierra Leone 

Singapore 

Solomon Islands (formerly British 
Solomon Islands) 

Somalia 

Spanish North Africa 

Sri Lanka 

Sudan 

Surinam 

Swaziland 

Syria 

Tanzania 

Thailand 

Togo 

Tokelau Islands 

Tonga 

Trinidad and Tobago 

Tristan da Cunha 

Tunisia 

Turkey 

Turks and Caicos Islands 

Tuvalu (formerly Ellice Islands) 

Uganda 

Upper Volta 

Uruguay 

Venezuela 

Viet-nam, Republic of 

Virein Uslands, British 

Virgin [slands, United sacacves 

Western Samoa 

Yemen (Y.D.) 

Yemen Arab Rep. (Y.A.R.) 

Yugoslavia 

Zaire 

Zambia 

Zimbabwe (formerly Southern 
Rhodesia) 
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CANADA 


NOTICE R-208 


NOTICE OF PUBLIC HEARINGS 
ON 
TARIFF BOARD REFERENCE 158 


RELATING TO THE GENERAL PREFERENTIAL TARIFF 


Public hearings to consider the tariff items listed in Annex B of 
Reference 158 will be held in the Board's Courtroom on 20th Floor of 365 
Laurier Avenue West, in Ottawa, or at such other place in the National Capital 
Region as may hereafter be designated by the Board, commencing at 19:00 a.m., 


local time, on: 


Wednesday, May 27th, 1981, 
Monday, September 14th, 1981, and - 
Monday, November 16th, 1981. 


At these hearings, the Board will consider all submissions relating to the 
proposed extensions of the General Preferential Tariff, including claims of 
possible adverse impact on Canadian producers. TO BE CONSIDERED AT THE 
SCHEDULED HEARINGS, THE SUBMISSIONS MUST REACH THE BOARD NOT LATER THAN: 


Friday, May lst, 1981, 
Friday, August 14th, 1981 and - 
Friday, October l6th, 1981. 


The sections of the letter of reference from the Minister of Finance, 


dated July 24th, 1980, relevant to the forthcoming hearings are as follows: 


"IT, therefore, direct the Tariff Board pursuant to 
section 4(2) of the Tariff Board Act, to review and report 
on the expected impact on Canadian production of including 
in the GPT those products covered by the tariff items 
jis tedaein Group Oi Anne mismo LOmbOicm Cuvee. sand. the 
expected impact on Canadian production if the preferential 
rate under the GPT were established at Free for those 
products covered by the tariff items listed in Group II of 
Annex... B. 2 would also ask the Board to include in its 
report recommendations, based on its findings, as_ to 
whether any of the products covered by the tariff items in 
Group I should be included in the GPT and if so at what 
rates, and whether any of the products covered by the items 
in Group II should be allowed duty-free entry under the GPT. 


GROUP I 
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If the Board should conclude that the inclusion in the 
GPT of some of the goods which are now excluded would be 
facilitated by the establishment of tariff rate quotas for 
those products, I would ask the Board also to make recom- 
mendations regarding the levels of such quotas. With 
regard to the GPT rates which the Board might recommend for 
products which are now excluded from the GPT, but for which 
the GPT rate formula would apply if they were included in 
the GPT, I would ask the Board to consider only two 
options: duty-free or the formula rate (i.e., the MFN rate 
minus one-third or the BP rate if it is lower)." 


The Board's report on the items listed in Annex B 


should be submitted to the Minister by April 24th, 1982. 


ANNEX B 


Agricultural 


7803-1, 1N203-1) 1920 922, Tote PLN eo ta, eee noe 
LUGIS-U TSO0-1.) 27een—1- 


LLGuUORS /SDURLUS cue. 


15605-1, 15610-1, 15630-1, 15635-1, 16810-1. 


Electrical 


445 42-1, 


GROUP II 


Other Agricultural 


1P1O=1y, 791021 277 3leL: 


Liquors/Spirits, etc. 


15615=1,) 1620-13. 16001l-1) LO002=1 lolOl=1, 16lae-1) \23300-1. 


Building Materials/Products 


19200-1, 19200-2, 19500-1, 28200-1, 28205-1, 28900-1, 30705-1, 
30715-1, 30800-1, 50065-1. 


Papers/Paper Products/Printed Matter 


17800-1, 17900-1, 18000-1, 18010-1, 18030-1, 18100-1, 18105-1, 
18200-1, 19300-1, 19410-1, 19800-1, 19900-2, 19930-1, 20205-1. 


Glass Products 


32201-1, 32300-1, 32305-1, 32606-1, 32612-1, 32701-1. 


Chemicals 


20900-1, 92804-5, 92808-1, 92809-1, 92813-5, 92816-1, 92817-3, 
92838-1, 92842=1, 92901-4, G2901-12, 92903-2, 9290N=5,, 92012-1, 
92915-1, 92915-3, 92916-1, 92931-1, 92935-1, 92936-1, 92944-1, 
93206-1, 93404-1, 93819-2, 93901-81, 93902-81, 93902-83. 


Miscellaneous 


22600-1, 23205-1, 23210-1, 23600-1, 25200-1, 30400-1, 30805-1, 
41105-1, 41105-2, 43833-1, 60600-1, 65705-1. 
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Claims of possible adverse impact by Canadian manufacturers should 
consist of seven copies of the claimant's response to a confidential question- 
naire and seventy-five copies of a non-confidential summary of the question- 
naire (excluding all confidential information), such summary also containing 
the claimant's views, opinions, ete., as relevant to the tariff item(s) 


against which a claim is lodged. 


Other interested parties -- countries in the GPT system concerned 
with the implementation of proposed extensions, importers, consumer interest 
groups and others -- can also present submissions concerning the proposed 
extensions, be it that they are in agreement with proposed extensions or 
claiming against them. Should such claims and submissions contain confiden- 
tial material, seven copies of such confidential material will be required. 
Otherwise, for all non-confidential material, seventy-five copies are to be 


sent in. 


Copies of all non-confidential submissions are for use at public 
hearings and for distribution to interested parties, i.e., manufacturers, 
importers and governments of GPT countries to whom the tariff items in 
question are of concern. The confidentiality of the responses to the ques- 
tionnaire, and of material marked confidential, is, however, protected by the 
Tariff Board Act. These documents will be only for internal use by the Board 
or its staff. NO SUBMISSION OR CLAIM WILL BE LISTED FOR HEARING UNTIL SUCH 
TIME AS THE DOCUMENTATION IS COMPLETE, AND THE REQUIRED NUMBER OF COPIES HAVE 
BEEN RECEIVED BY THE BOARD. 


Submisstons, ineludangs ~ellaams wall” be heard an the order of their 
receipt as acknowledged by the Board. For consideration at the hearing 
commencing on May 27th, documentation must be completed by Friday, May lst, 
but any person so doing may request that consideration of their submission be 
deferred to one of the later hearings. Similarly, only those submissions and 
claims for which all documents are in the hands of the Board by Friday, August 
14th, can be considered at the hearing commencing on September 14th, although 
again, the party making the submission or presenting a claim may request 
deferral of the hearing until November. THE FINAL DEADLINE, HOWEVER, FOR ALL 
CLAIMS AND SUBMISSIONS RELATING TO ANNEX B IS THE CLOSE OF BUSINESS ON FRIDAY, 
OCTOBER 16th, 1981; NO CLAIMS OR SUBMISSIONS RECEIVED AFTER THAT DATE, OR FOR 
WHICH DOCUMENTATION HAS NOT BEEN COMPLETED BY THEN, WILL BE CONSIDERED. 


The Board reserves the right to hold additional hearings or to cancel 
or re-schedule any hearing. Based on the number of submissions, the Board may 
also schedule hearings at locations outside the National Capital Region, and 
in such cases will consult with possible interested parties as to the appro- 


priate time and place for considering their submissions. 
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Copies of questionnaires and any further information as to procedures 
to be followed may be obtained from Mr. W.L. Posthumus, Director, Inquiry 
Operations, The Tariff Board, Ottawa, Ontario, K1A O0G7, telephone number (613) 
996-8541, Ext. 20. 


J.-E. Lafrance 
Secretary 


Ottawa, February 6th, 1981. 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION 
BY INTERPROVINCIAL STEEL AND PIPE CORPORATION LTD. 
- SAFEGUARD PETITION NO. 4 - 


INTRODUCTION 


This is a report of the Tariff Board made pursuant to Reference 
158 from the Minister of Finance, concerning the petition of Inter- 
provincial Steel and Pipe Corporation Ltd., (IPSCO), for removal of the 
General Preferential Tariff (GPT), from certain classes of steel pipe 
imported into Canada from the Republic of Korea. It was the claim of the 
petitioner that these importations are causing injury to its pipe pro- 
ducing operation at Port Moody, British Columbia. The removal of pre- 
ferential benefits was requested for unlimited time. 


The Board's terms of reference for the hearing of this petition 
are set out in the Minister's letter of July 24, 1980, which states in 
part: 


I direct the Tariff Board pursuant to section 4(2) of the 
hariit “bOarde Acts LO —COnducy. al inquiry, into any submission it 
receives from a Canadian producer to the effect that the pro- 
ducer has suffered or may suffer injury as the result of the 
General Preferential Tariff, where the Board is satisfied that 
theresissa prima wacie Case voOreinjury. 


If the Board should decide to proceed with an inquiry I 
would not expect it to recommend safeguard action unless it 
were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the 
reduced rates of duty under the GPT. I would expect the Board 
to take into account those economic factors generally recog- 
nized as relevant to a determination of injury such as those 
contained in the GATT Anti-dumping Code and the Code on 
Subsidies and Countervailing Duties. The Board should, in its 
inquiry, also attempt to establish whether withdrawal of the 
GPT on the product or products concerned would in fact provide 
Significant relief to the Canadian producer or producers. 


eon 


The GATT definitions, referred to by the Minister, which serve 
as the framework for the inquiry, are as follows: "The term) ‘injury’ 
shall, unless otherwise specified, be taken to mean ...- injury to a 
domestic industry, threat of (3.. wingury eco, a domestic sindusctry .o0r.- ee. 
retardation of the establishment of such an industry...,"(1) and the 
factors involved are those used in standard economic analyses such as 
production, employment, sales, etc. 


THE GOODS IN ISSUE 


The petition covers steel pipe defined under commodity code 
(CITC) 448-38-80 as: 


Pipes, standard, CS, welded, 4.5 inches OD or less. 


It will be referred to in the text as "standard pipe", which, when im- 
ported, enters Canada under tariff item 39700-2. 


British Most- General 

Prefer- Favoured- Prefer- 
Tarren ential Nation General ential USK. and 
Item Tariff Tariff Tariff TariLt Ireland 


Pipes or Ptubes. of, 2ron, or 
steel, n.o.p., Wien plain 
or processed ends, whe- 
ther or “not ‘coated “or 
Lined ; 


39700 -2 Other [than alloy] 
MSE Ye bie by Allg foul, 


i -) 30°psc. 1.5 D.C. 12.5 pecm 
as or 1/1787 sk 


7ua50) DeCor. 140 sDeCent 2. Om ana 


The differential between the GPT rate and the MFN rate, the 
margin of preference which the petitioner requests be withdrawn, amounts 
currently to 6 percentage points. By 1987, assuming, for the purpose of 
this analysis, the continuation of the GPT system after July lst, 1984, 
in essentially its present form, this margin of preference would diminish 
to 3.2 percentage points, reflecting the MFN tariff reductions agreed 
upon at the Tokyo Round of Multilateral Trade Negotiations. | 


(1) Agreement on Interpretation and Application of Articles VI, XVI and 
XXIII of the General Agreement on Tariffs and Trade, Geneva, 12th 


April, 1979 p. 7 and footnote (6); | 
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Tariff item 39700-2 was created in 1980, also as a part of the 
Tokyo Round agreements. Prior to that date, pipes, whether alloy or not, 
entered Canada under tariff item 39700-1, which is now applicable only 
for alloy products. 


Standard pipe is produced either by the method of electric 
resistance welding (ERW) or continuous welding (CW). Standard pipe 
produced by the two methods is fully substitutable. IPSCO produces ERW 
standard pipe at the Port Moody plant. 


The main end-uses of standard pipe are in industrial construc- 
tion, e.g., sprinkler systems, fencing and scaffolding. To a lesser ex- 
tent, such pipe is also utilized in the shipbuilding industry, the con- 
struction of oil-derricks and in refrigeration. 


THE PETITIONER 


Interprovineial Steel and Pipe Corporation Ltd., incorporated in 
1956, is the largest steel producer in Western Canada. After the 
expansion now in progress has been completed, the company will have the 
Capacity to manufacture steel pipes and tubes from .5" to 80" OD, in 
addition to steel sheet and plate products. 


The provincial governments of Alberta and Saskatchewan each hold 
20 per cent of the outstanding shares of IPSCO. Another 20 per cent is 
held by. Slater Steel Industries owned by the British Steel Corporation. 
The public holds the remaining 40 per cent. 


INTERVENTIONS 


All Canadian manufacturers of standard pipe other than IPSCO, 
who were identified as the relevant "like" producers, presented their 
views concerning IPSCO's petition to the Board in briefs. The Algoma 
Steel Corporation, Limited, which does not produce standard pipe, 
appeared at the public hearing as well. While all expressed concern 
about imports of standard pipe from the Republic of Korea, particularly 
with respect to potential future developments, none joined IPSCO outright 
in the petition: 


Balfour Guthrie (Canada) Limited, a firm of Canadian im- 
porters, addressed a confidential brief to the Board, in opposition to 
the petition. In addition, the Board has received a non-confidential 
Driéh saiso directed] against ~themipetition, “and —heard= at the public 
hearing, from representatives of the Korea Steel Pipe Association. 


All such material received by the Board entered the records and, 
Subject to provisions respecting confidentiality, is available for public 
scrutiny. 


THE PUBLIC HEARING 


The petitioner informed the Board in December, 1980, of its 
intention to petition for safeguard action. When the assembly of the 
required statistical and other information was completed, IPSCO formally 
presented its case early in May, 1981. The Board reviewed the submission 
and ‘determined, “on” May =11,2.1931,.thate.a \primas facie sicase, jof gin jury, 
existed. 


This information was published in the Canada Gazette of June 6, 
1981, together with a notice that a public hearing of the petition would 
be held on August 12, 1981, in Vancouver. The Board also sent notices of 
the public hearing to all known Canadian producers, importers and sup- 
pliers of standard pipe. 


ANALYSIS 


Imports of standard pipe, entering Canada under CITC 4448-38-80 
and the then applicable tariff item a9700—1 10" totalled 27,000° metric 
tons in 1978. This level of imports, year-to-year fluctuations not- 
withstanding, has not been reached again. 


A significant shift, however, was evident among the foreign 
suppliers of standard pipe during the years under analysis. Japan, a 
non-GPT country, accounted for close to 60 per cent of imports of such 
pipe in 1978. By 1980, in contrast, Korean manufacturers had become the 
predominant foreign suppliers, shipping some 56 per cent of the total 
tonnage entering Canada in that year, as compared with 25.1 per cent from 
Japan. The GPT system, introduced in 1974, includes the Republic of 
Korea as one of the countries to which the benefits of low tariff rates 
have been extended by Canada to assist in their development. 


The Republic of Korea's dominant position as regards imports 
appears to have been further enhanced in 1981. Imports of standard pipe 
from this source currently account for nearly all GPT imports of such 
pipe and, also, for some 65.6 per cent of imports of standard pipe from 
all countries. 


The total Canadian market for standard pipe, expressed in metric 
tons, has expanded somewhat since 1978, year-to-year fluctuations not- 
withstanding. The overall share of this market held by imports has, 
however, declined. Shipments from foreign sources accounted for some 17 
per cent of the Canadian market in 1978, and for less than 15 per cent by 
1980, so that Canadian producers collectively have, over the years under 
analysis, improved their position in the domestic market. 


(1) As noted earlier, as of January lst, 1980, tariff item 39700-2 is the 
applicable tariff item for these goods. 
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All Canadian producers of standard pipe were successful in 
improving their market position, with the exception of IPSCO. The peti- 
tioner's share of the Canadian market dropped in both 1979 and 1980, par- 
Pivculariye curing she wlarvers years.) During athe first six months of 1931), 
however, IPSCO increased its shipments of standard pipe, and more than 
regained the share of the domestic market lost during the two preceeding 
years. 


The Board also examined the Western Canadian market for standard 
pipe, because the petitioner's sales are almost entirely confined to that 
GeaOn.. Furthermore, more than 85 per cent of all GPT imports of 
standard pipe are landed in British Columbia ports and appear to be sold 
in the Western region. As in the case of the total Canadian market, the 
import share of the Western market has also declined substantially, again 
sharp year-to-year fluctuations notwithstanding. The shift among foreign 
suppliers from Japan to Korea is once more in evidence, especially during 
inemtarss part of 193.. 


While the market in Western Canada for standard pipe has been 
buoyant in recent years, the petitioner was the only domestic producer 
who failed to increase its share of that market in 1979 from the level 
held a year earlier. A particularly pronounced erosion of IPSCO's 
position occurred in 1980. In that year another Canadian producer 
serving the Western market also experienced difficulties. That producer, 
however, maintained a market share well above the level attained in 
1978. In terms of the smaller Western Canadian market the improvement by 
IPSCO during the first half of 1981 was even more noticeable. 


CONCLUSIONS AND RECOMMENDATION 


The Board finds that imports of standard pipe from the Republic 
of Korea have increased during the period under review. This expansion, 
however, has displaced imports from other countries, mainly Japan, rather 
than domestic production. 


Evidence submitted to the Board indicates that the petitioner's 
declining market position for standard pipe in 1979 and 1980 resulted 
from a deterioration in price competitiveness with respect to both 
domestic CW and imported ERW standard pipe. The petitioner maintained a 
Hien Slevelstor capacity Utilization at its Port Moody *plant’ in British 
Columbia during 1978, 1979 and the beginning of 1980, by concentrating on 
its more profitable product Lines, e.s., line pipe and casing, for which 
Western Canadian demand was very strong at that time. During the course 
of 1980, however, the market for oil-country goods softened at the same 
time as IPSCO's market position for standard pipe declined. 


Se oar 


The petitioner took corrective action in the beginning of 1981 
by adjusting prices for standard pipe to be more in line with those of 
the main domestic competitor, and by adopting as well a more aggressive 
marketing strategy. This resulted in reducing the price advantage of the 
Korean product and in IPSCO regaining and even surpassing the share of 
the Western market which IPSCO held in 1978. 


The Board, therefore, concludes that the difficulties encoun- 
tered by IPSCO at its Port Moody plant with respect to "pipes, standard, 
carbon steel, welded, 4.5 inches outside diameter or less" were caused by 
factors other than imports from the Republic of Korea. The Board, thus, 
recommends that no safeguard action be taken with respect to the goods in 
issue entering under tariff item 39700-2 from the Republic of Korea. 


in A. MacDorme 


Chairman 
| RMON re 
G. Deachman Go& Gorman 
First Vice-Chairma Second Vice-Chairman 


AvC. Kil pank Ke Co Martin 
Member Member 

J. Bertrand R.K. Matthie 
Member Member 


Ottawa 
September 24, 1981 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION 
BY DOMINION COLOUR COMPANY LTD. 
-- SAFEGUARD PETITION NO. 5 -- 


REVIEW AND RECOMMENDATIONS 


INTRODUCTION 


The Minister of Finance wias. requested the Tariff Board to .conduct an 
taguiry into any submission from. a Canadian producer petitioning for with- 
drawal of the General Preferential Tariff (GPT) as a result of injury caused 
by imports entering under the GPT rate. Such an inquiry should be undertaken 
Pic GECie so trOelon Sati shied shal. there 1s. a. prila, Lacie Case or an juUry.,. lhe 
full text of the letter of reference of July 24, 1980 appears in Appendix A. 


Im its <induiry, the Board was. asked to take into account economic 
Bacvors generally recognized as relevant to a determination of injury, and as 
contained, for example, in the GATT Anti-dumping Code and the Code on Subsi- 
dies and, Counvervailing Duties. Views of exporting countries, and of Canadian 
importers and other interested parties should also be considered in the 
Board) Ss. Inguiry . 


In determining whether or not to recommend safeguard action, the 
Minister enjoined the Board "... to be fully satisfied that there is actual 
injury to Canadian producers or an actual threat thereof due to imports at the 
Becucedmrauvces Of CULyY Under thew GPT ...". Moreover, the Minister held ‘that 
mes acme board should. sun its inquiry, also, attempt to establish whether with—= 
aiewea lot ste GP... «would in tact. provide sisnaiicant relie® to Lhe Canadian 
OROGUGET. acess 


Ube. peeseni, report completes wone. Bbosrd!s, anguiry, wells wreninsthe 
required time limit of six months specified by the Minister in his letter of 
reterence. 


Tie Pe LT LON 


Domir®ion Colour Company Ltd. petitioned the Board, to withdraw the 
GPT benefit with respect to imports of Red Lake C from the Republic of Korea 
(Korea) and India entering under tariff item 93205-3, because such imports are 
causing injury to its operations. The withdrawal of benefits was requested 
ror an unlimited period of times 


Red Lake C is an organic pigment used principally in the manufacture 
Che orincing ink. 


COUNTER-PETITIONS 


Two counter-petitions were made before the Board against the with- 
drawal of the GPT benefit from Red Lake C currently imported from GPT coun- 
tries. The first was a presentation from Mackenzie & Feimann Ltd., the sole 
importer of Red Lake C from Korea. In its view, Dominion Colour was not 
injured by imports of Red Lake C from Korea. The difficulties encountered by 
Dominion Colour were attributable to its failure to pursue the role of a price 
leader. Therefore, the requested withdrawal of the GPT rate would not be of 
benefit to the Canadian producer. 


The second counter-petition was presented by Korea. The recent rapid 
increase in Canadian imports from Korea was acknowledged, but the brief argued 
that, nevertheless, such imports do not form a major factor in the Canadian 
market for pigment dyestuffs. It was, therefore, requested that Canada con- 
tinue to grant GPT benefits for pigment dyestuffs from Korea and so continue 
to assist the industries of developing countries. In Korea's case, moreover, 
such assistance would benefit Korean producers who are faced with “very 
serious difficulties" because of the need to import oil-based raw materials 
for the production of pigment dyestuffs. 


THE TAREE S TEM 


The description of tariff 1lem ~93205—3, under whien Ked lake Cis 
imported, is given below along with the current rates of duties: 


British Most- General 

Prefer- Favoured- Prefer- 
Tariri ential Nation General ential U.K. and 
Item Description of Goods TAvi Ee Tana Larute eavact iy Ireland 


93205 - Synthetic organ- 
ic dyestuffs (includ- 
ing pigment dyestuffs); 
synthetic organic pro- 
duets of a <kind -used 
as luminophores; pro- 
ducts of the kind known 
as optical bleaching 
agents, substantive to 
the fibre; natural in- 
digo: 


93205-3 Pigment dyestuffs, 
FAO sien lpietelete oreteinietn ee rete LOS pee. OCH Oe. ASS aN ere CRYSe Ve)areks 12.5 pa 


a boi 


Tariff item 93205-3 was incorporated in the GPT scheme as originally 
introduced on July 1, 1974 at the reduced rate of 10 p.c., in accordance with 
the formula of whichever is the lesser -- one-third off the MFN rate, which at 
Ena tebimes stood “ater Sapeo.,, ,orethe BP rate. “Since then, as a result. of the 
reductions introduced by Multilateral Trade Negotiations, the MFN rate was 
BEOUciUa (OWN LOU.) i peCemone July «1, 19605. and ito 14.4 p.e. on January 1, 
1981. The GPT rate was lowered to 9.5 p.c. on July 1, 1980. The BP rate has 
remained at 10 p.c. throughout. 


The present margin of preference provided by the GPT with respect to 
the MFN rate is 4.9 percentage points. Dominion» Colour “requests that’ “this 
margin be withdrawn from Korean imports of Red Lake C by re-establishing the 
MFN rate of 14.4 p.c. The withdrawal of the GPT with respect to imports of 
Red Lake C from India would involve a difference of 0.5 percentage points, the 
margin of preference between the GPT rate and the BP rate. 


PROCEDURAL STEPS 


The letter of intent from Dominion Colour to petition for safeguard 
action was received by the Board on March 3, 1981. The prima facie case of 
injury was determined by the Board on April 1, 1981, and a notice to this 
effect appeared in the Canada Gazette on April 25, 1981, along with a notice 
of public hearing set for June 10, 1981. 


A pre-hearing conference was arranged by the Board so that counsel 
for the petitioner could exchange confidential information with counsel for 
Mackenzie & Feimann. The conference was held on June 3, 1981. 


THE PETITIONER AND THE COUNTER-PETITIONERS 


Dominion Colour was established in 1946, in New Toronto, to supply 
the needs of its parent company, Canadian Wallpaper Manufacturers (now Reed 
Decorative Products) and to manufacture high quality pigments to meet the 
increasing demand for these goods in the paint and printing ink industries. 
In 1970, the company opened a second plant in Ajax, Ontario, to produce a 
number of inorganic pigments. In the course of the 1970's, production was 
rationalized between the two plants. Since 1979, the Ajax plant has been 
producing all the company's inorganic products and the New Toronto plant all 
Of its organic: pigments, including Red Lake C. The production of Red Lake C 
comprises approximately 20 per cent of the total output of the plant. 


The New Toronto plant currently employs 67 people. It has a produc- 
tion area of 80,000 square feet and an annual production of 600 metric tons of 
organic pigments. The replacement value is estimated at $15 million dollars. 


owite® 


Mackenzie & Feimann is a wholly Canadian-owned distributor of chem- 
icals and chemical products, with» head office in) Vancouver, Seritish Columbia 
and branches with warehousing facilities in various provinces. The company 
was incorporated on March 31, 1944, to distribute industrial chemicals and raw 
materials produced in Canada and elsewhere. 


In 1950, the company expanded its operations and established a wholly 
owned subsidiary, Pacific Industries Ltd., to compound and manufacture a 
variety of chemical products, with plants located in Vancouver and Edmonton. 
Products include household as well as heavy industrial cleaners, specialty 
chemicals for the oil..and gas industry, and chemicals for construction and fon 
Swimming pools. 


The second counter-petition was presented by Korea on behalf of 
Korean manufacturers of Red Lake C and other pigments and dyestuffs. In the 
process of inquiry, the Board has determined that Dai Han Colour, established 
in 1977, is the main exporter of Red Lake © te-Canada- 


IMPORTS OF RED LAKE C 


A special study by the Board of imports of Red Lake C revealed that 
GPT imports of this good have entered only from Korea and India. Korea has 
accounted for the bulk of these GPT imports; the volume imported from India 
has been small as shown below. Furthermore, the import analysis indicated 
that in 1980 GPT imports from Korea and India comprised 85 per cent of total 
Canadian Red Lake C imports. 


Inasmuch as Canadian import figures of Red Lake C are confidential, 
the Board is presenting Korean export statistics to demonstrate the volume and 
trend of these imports. These statistics were in general confirmed by the 
confidential data obtained by the Board. Moreover, total imports from Korea 
under tariff item 93205-3, including organic pigments and dyestuffs other than 
Red Lake C and amounting to $6,000 in 1978, $361,000 im 1979 and $508,000 an 
1980 respectively, also substantiate in broad terms the Korean export 
figures. Imports from India under the same tariff item were nil in 1978 and 
1979, and totalled $12,000 in 1980. 


KOREAN EXPORTS OF RED LAKE C 


Total Canada 
Kgs. Canes $/kg* Kgs. Gdnes$ $/kg* 
1978 38,795 Le leose 3.38 1,800 5,940 3.30 
Lejos 857 , 633 4.81 60,100 299,123 4.98 
1980 - 245,980 1,402,004 520 57,600 Seen ste Sachi bs) 


*£ePr 00. ba. Korea. 


—abe= 


It appears, therefore, that Korean Red Lake C entered the Canadian 
market in small amounts for the first time in 1978. These initial offerings, 
however, were followed by vastly greater volumes in 1979 and 1980. Korean 
exports of Red Lake C to Canada in these two years have comprised between a 
Quarter and a third of total Korean Red Lake C exports. 


THES IMPACT OF THE GPT” IMPORTS 


AtC»™the time %of the initial Korean imports” of Red Lake © into Canada's 
market, Dominion Colour was the sole producer in Canada of Red Lake C and 
supplied almost the entire Canadian market. A second Canadian producer of Red 
Lake C, Chemetron, a subsidiary of a U.S. manufacturer of Red Lake C, with a 
plants lnweort. Hope, nad, sas aaresultsof varseries! (of "setbacks including a fire 
Animas viance.srcecasecd. Production ine 290] 7... Ihe petitioner's® pricing policy at 
that time was governed primarily by the MFN rate of duty, and thus by the 
duty-paid c.i.f. price of imported Red Lake C from the United States and 
Europe, resulting in prices which covered production costs and, in the opinion 
Otecvnesboard, ‘normal profit. 


World and domestic prices of Red Lake C had risen substantially prior 
to 1978, in large part due to higher oil prices after 1973 because the good at 
issue is a heavy user of oil-based materials. These cost pressures on the 
price of Red Lake C continued unabated during the period under review. 


The initial entry of Korean imports of Red Lake C into the Canadian 
market in 1978 was priced by Mackenzie & Feimann to Canadian users at $5.84 
per kilogram, or 24 per cent below the comparable list price of Dominion 
Colour of $7.72. During 1979 and 1980, as Korean imports of Red Lake C 
increased their penetration of the domestic market, the differential between 
the price in Canada of the Korean import and that of Dominion Colour narrowed 
tomlesse unan 5 "Der “Cent, i.e., to less than the GPT margin of preference. 
During this period, reflecting increasing production costs, the petitioner 
changed the price of Red Lake C several times. 


By the middle of 1980, the petitioner's share of the domestic market 
had dropped to about 50 per cent. Production of Red Lake C declined sharply, 
unsold inventories accumulated, capacity utilization dropped and production 
workers were laid off. At this juneture, in order to halt the erosion of its 
market position and to recoup its lost share of the market, the petitioner 
lowered its list price. This move, followed by a similar action by the 
importer of the Korean product, resulted in a loss on Red Lake C production 
and a negative cash flow for the New Toronto plant as a whole. 


In April 1981 the importer raised his list price to that of Dominion 
Colour, following which the petitioner was partially successful in recovering 
lost sales. 


CONCLUSIONS AND RECOMMENDATIONS 


On the sbasis of -the" preceeding findings, whe "Board concludes thar 
imports of Red Lake “C, Sam “organic piLementesdyesturti,, Drom ches kepubiicion 
Korea, entering under tariff item 93205-3 at GPT rates of duty, are causing 
injury to Dominion Colour Company; the Canadian producer or Red” Bake ©, and 
that this injury is attributable to the weduced Gh raverorsdury. 


The Board, furthermore, concludes that withdrawal of the GPT margin 
of preference with respect to Red Lake @ aimports from the Republic of “Korea 
would likely provide significant relief to Canadian production’ of this good: 


The Board also concludes that such imports entering under tariff item 
93205-3 at GPT rates of duty from India have not injured the petitioner. 


Therefore, the Board recommends ‘that, with respect to Red Laker 
imported from the Republic of Korea under tariff item 93205-3, the GPT rate of 
duty be withdrawn for a period of three years effective immediately, subject 
to a review on expiry. 


A. MacDonald 
Chairman 


Bi ae 


G. Deachman 
First Vice-Chairman Second Vice-Chairman 


KealGo Me weic 1 iA 
Member Member 


Je Bertrand R.K. Matthie 
Member Member 
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APPENDIX A 


The Minister's Letter of Reference 


July 24, 1980 


Mr. John A. MacDonald 
Chairman 

Tariff Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


I am writing to ask the Tariff Board to study and report under sec- 
tion 4(2) of the Tariff Board Act on a number of matters relating to the 
General Preferential Tariff (GPT). 


The Canadian GPT was implemented in 1974 as part of an international 
system of tariff preferences designed to assist developing countries to expand 
their exports of manufactures and semi-manufactures to developed country 
markets. The preferential rate on industrial products covered by the Canadian 
scheme is established by legislation at two-thirds of the Most-Favoured-Nation 
(MFN) rate of duty or the British Preferential (BP) rate, whichever is lower. 
Specific preferences have also been established for selected agricultural pro- 
ducts. Most textile products, leather footwear and certain electron tubes and 
parts were excluded from the coverage of the GPT by Order in Council under the 
safeguard clause because of the particular sensitivity of Canadian production 
in these sectors to import competition. 


Since it came into effect in 1974, the GPT has been the subject of 
numerous and often conflicting representations. On the one hand, developing 
countries seeking to improve their competitive position vis-a-vis developed 
countries in the Canadian market have requested that preferences under the GPT 
be improved and also that the product coverage of the scheme be expanded. 
Most recently developing countries have expressed concern that the lowering of 
MFN tariff rates as a result of the multilateral trade negotiations (MTN) will 
yield smaller margins of preference for developing countries under the GPT 
than at present. They are seeking further improvements to the Canadian scheme 
so that their relative competitive position in the Canadian market will be 
enhanced or, at least, ~maintained. 


On the other hand certain Canadian producers have expressed dis- 
satisfaction and concern over the granting of preferential access to the Cana- 
dian market for developing countries. They argue that for many products these 
countries no longer need preferential access to compete in the Canadian market 
and that Canadian production and employment may be threatened by these prefer- 
ences. Canadian producers have also alleged that the current safeguard pro- 
visions under the GPT are inadequate and do not allow for prompt consideration 
and open review of petitions for withdrawal or suspension of preferences. 


In response to these latter representations and in order to be in a 
position to consider improvements to the GPT, the government will be intro- 
ducing legislation to change the safeguard provisions of the GPT legislation. 
These changes will be designed primarily to facilitate the review of petitions 
from Canadian industry for withdrawal or suspension of the GPT preference on 
Dartieular products from either one or “all GPT beneficiaries. The proposed 
changes would include a provision to allow Canadian producers to petition the 
Tariff Board directly to determine whether imports at GPT rates are causing or 
threatening to cause them injury and, in the case of a positive finding, to 
recommend appropriate safeguard action to the government. Authority for the 
Governor in Council to establish tariff rate quotas, on the recommendation of 
the Tariff Board, as an alternative to outright exclusion of products from the 
GPT, would also be provided for in the amended GPT legislation. (Under a 
tariff rate quota the MFN tariff rate would be automatically restored when 
imports at the preferential rate reach a predetermined level). These changes 
should, if implemented, reassure Canadian producers that their requests for 
safeguard action will be given prompt consideration under procedures which 
allow for extensive input by, and consultation with, Canadian industry. At 
the same time, developing countries or their representatives would have the 
opportunity to make representations to the Board on any petition for safeguard 
ACULON.< 


I recognize, however, that legislation will take time and that Cana- 
dian producers have an immediate concern. I would therefore like to meet that 
eoncern as far as possible within the context of existing legislation. 
Accordingly, I direct the Tariff Board pursuant to section 4(2) of the Tariff 
Board Act to conduct an inquiry into any submission it receives from a Cana- 
dian producer to the effect that the producer has suffered or may suffer 
injury as the result of the General Preferential Tariff, where the Board is 
Soclsomicd rial: tiere als al prima, taciemcase Of injury. If the Board should 
decide to proceed with an inquiry I would not expect it to recommend safeguard 
action unless it were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the reduced rates of 
duty under the GPT. I would expect the Board to take into account those eco- 
nomic factors generally recognized as relevant to a determination of injury 
such as those contained in the GATT Anti-dumping Code and the Code on Sub- 
Sidies and Countervailing Duties. Thee Beard should, sin) its anquiry, aiso 
attempt to establish whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the Canadian producer or 
producers. The Board shall report is findings to me within six months of com- 
mencing its inquiry together with its recommendations as to whether in the 
particular instance the General Preferential Tariff should be withdrawn in 
WHOLG Or Sin = pari. If as the inquiry proceeds the Board is satisfied that 
there is a situation requiring urgent action, it shall make an interim report 
and recommendation prior to its final report and recommendation. In addition 
to the views of Canadian producers the Board should, in carrying out the 
inquiry, invite and take into account the views of the exporting beneficiary 
country or countries, exporting firms or representatives thereof as well as 
Canadian importers and consumers. 


-3- 


Given the reassurances that will be provided Canadian producers upon 
implementation of the proposed changes to the safeguard provisions, and bear- 
ing in mind the results of the MIN, the government also considers it timely 
and appropriate to review what changes or improvements to the GPT scheme may 
be possible to deal with the concerns of developing countries noted above. I 
would not want to propose such changes or improvements, however, unless it 
were determined that Canadian interests would not be adversely affected. I, 
therefore, direct the Tariff Board pursuant to section 4(2) of the Tariff 
Board Act, to review and report on the expected impact on Canadian production 
of including, ini the GPL those= products ;overed) by sine starifr acems) Tistredtain 
Group I of Annexes A and B to this letter, and the expected impact on Canadian 
production if the preferential rate under the GPT were established at Free for 
those products covered by the tariff items listed in Group II of Annexes A and 
B. I would also ask the Board to include in its report recommendations, based 
on its findings, as to whether any of the products covered by the tariff items 
in Group I should be included in the: GPT and aii«omat whaterates,, and whether 
any of the products covered by the items in Group II should be allowed 
duty-free entry under the GPT. 


If the Board should conelude that the inclusion in the GPT of some of 
the goods which are now excluded would be facilitated by the establishment of 
tariff rate quotas for these products, I would ask > the Seard™ alse, tomar: 
recommendations regarding the levels of such quotas. With regard to the GPT 
rates which the Board might recommend for products which are now excluded from 
the GPT, but for which the GPT rate formula would apply if they were included 
in ‘the GPT, I would ask the Board to consider “only twor options: wduty—tree 
entry or the formula rate (i.e. the MFN rate minus one-third or the BP rate if 
it 1s ower): 


I would ask that the Tariff Board report not later than nine months 
from the date of this letter on the tariff items listed in Annex A. The 
Board's report on the items listed in Annex B should be submitted within one 
year of its report on the items listed in Annex A. 


Yoursgsincerely; 


Allan J. MacEachen 
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RELATING TO THE GENERAL 
PREFERENTIAL TARIFF 


PETITION FOR EXTENSION 
OF TEMPORARY SAFEGUARD ACTION 


BY DOMINION COLOUR COMPANY LTD. 
— SAFEGUARD PETITION NO. 5.1 — 
REVIEW AND RECOMMENDATIONS 


The Board, having considered the report of its 
Hearing Officer, Mr. K.C. Martin, and other 
material evidence with respect to this petition, 
submits its conclusions and recommendations 
in this report, pursuant to the reference by the 
Minister of Finance. 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR EXTENSION OF 
TEMPORARY SAFEGUARD ACTION 
BY DOMINION COLOUR COMPANY LTD. 
-- SAFEGUARD PETITION NO. 5.1 -- 


The Board, having before it the report of its Hearing Officer and the 
results of the related staff's inquiries, reports as follows. 


INTRODUCTION 


The petitioner, Dominion Colour Company Ltd., has requested the Board 
for an extension of the temporary safeguard action with respect to imports of 
Red Lake C, an organic pigment dyestuff, under the tariff item 93205-3, from 
the Republic of Korea and from India, two countries which benefit from the 
General Preferential Tariff (GPT) and which export this pigment to Canada. 
The request is based on the allegations that such imports continue to cause 
injury to the petitioner's production of Red Lake C at its plant in New 


Toronto in Ontario. 


The original petition was heard by the Board pursuant to the letter 
of reference from the Minister of Finance, dated July 24, 1980, relating to 
the GPT. The review of the temporary safeguard action follows from the 
mandate in this regard arising from the letter of reference dated February 10, 
1984. The relevant portions of the two letters are given below, while the 


letters in their entirety appear in Appendix A. 


July 24, 1980 


"TI direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act to conduct an inquiry into any submis- 
sion it receives from a Canadian producer to the effect 
that the producer has suffered or may suffer injury as the 
result of the General Preferential Tariff, where the Board 
is satisfied that there is a prima facie case of injury. 


So 


If the Board should decide to proceed with an inquiry 
I would not expect it to recommend safeguard action unless 
it were fully satisfied that there is actual injury to 
Canadian producers or an actual threat thereof due to 
imports at the reduced rates of duty under the GPT. Af 
would expect the Board to take into account those economic 
factors generally recognized as relevant to a determination 
of injury such as those contained in the GATT Anti-dumping 
Code and the Code on Subsidies and Countervailing Duties. 
The Board should, in its inquiry, also attempt to establish 
whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the 
Canadian producer or producers." 


February 10, 1984 


"T am writing to provide further guidance to the 
Tariff Board in respect of the letter of reference of July 
24, 1980, as it relates to petitions for temporary safe- 
guard actions under the General Preferential Tariff (GPT). 


I think it would be useful to clarify the Board's 
responsibilities ula ay those instances where temporary 
safeguard actions have already been implemented by the 
government. As you no doubt appreciate, the government 
intends that these safeguard measures should be maintained 
only for such time as is necessary to prevent or remedy the 
injury caused domestic producers by the lower GPT rates. 


I would therefore direct the Board, pursuant to 
section? “i (2)jemof sthew Tariff Boardw Act stow collecrumany 
relevant information relating to a safeguard measure under 
the GPT while it is in effect, to receive and review 
petitions which may be made by interested parties relating 
to the future status of the measure and to report to the 
government on these petitions. The Board's report should 
be submitted to the Government not less than 60 days before 
the measure is due to lapse. Of course, should the Board 
not receive any petitions, I would not expect it to conduct 
any hearings and the measure would be allowed to lapse on 
its scheduled expiry date ...". 


ee 


THE PREVIOUS TEMPORARY SAFEGUARD ACTION SUMMARIZED 


infeManct.1 9815. .DominionyeColours «Company iLtd.,.4(Dominion <Colour):; 
petitioned the Board to withdraw the GPT benefit with respect to imports of 
Red Lake C from the Republic of Korea (Korea) and India, entering under tariff 
item 93205-3, because such imports were causing injury to its operations. The 
public hearing for that safeguard petition (SP-5) was held on June 10, 1981. 
The Tariff Board, in its report to the Minister of Finance, dated July 9, 


1981, Pome iidedsene 


i) that imports of Red Lake C, from Korea, entering under 
93205-3 at GPT rates of duty, were causing injury to 
Dominion Colour, the Canadian producer of Red Lake C, 
and that this injury was attributable to the reduced 
GPT rate of duty; 


ii) that withdrawal of the GPT margin of preference with 
respect to Red Lake C imports from Korea would likely 
provide significant relief to the Canadian production 
Ofte thas e200ds 


iii) that such imports entering under tariff item 93205-3 
avlGPleprates! sof duty. from. india did not injure the 
petitioner, and recommended that: 


iv) the GPT rate of duty, with respect to Red Lake C 
imported from Korea under tariff item 93205-3 be 
withdrawn for a period of three years effective 
immediately, subject to a review on expiry. 


The Board's report was tabled in Parliament on October 21, 1981, and 
an Order-in-Council implementing the Board's recommendations to withdraw the 
Gel rate oL duty von imports sof RedeLake "Giunder tariff <item 93205-3 from all 
errpible ‘countries for a’ period of three’ years! ‘was “issued.7on” December 10, 


1981. (Appendix B) 


A Press Release to this effect was published by the Department of 
Finance on December 11, 1981, stating that the GPT rate was withdrawn on Red 


Lake C for a period of three years, i.e., from December 11, 1981 to December 


(1) Reference 158, Relating to the General Preferential Tariff, Petition for 


Safeguard Action by Dominion Colour Company Ltd., - Safeguard Petition 
No. 5 - Review and Recommendations (July 9, 1981), p. 6. 


ee 


Le Os. (Appendix C) However, as the Board's investigations established 
subsequently, technical and administrative problems delayed by some months the 
actual implementation of the recommended withdrawal, i.e., the collection of 


additional duties upon entry into Canada. 


THE PROCESS OF THE REVIEW INQUIRY AND THE PUBLIC HEARING 


Following the Ministerial directive to the Tariff Board of February 
10, 1984, the Board accepted a petition from Dominion Colour, of March 15, 
1984, for a review of the temporary safeguard action concerning imports of Red 
Lake C from GPT countries. Subsequently, the Board issued Notice SP-5.1 on 
March 28, 1984, ordering a full public inquiry to commence, and announcing 
that a public hearing into this matter would be held beginning on June 5, 
1984, in Ottawa. The notice was gazetted on April 7, 1984, and the Board 
distributed the notice as well, by way of information, to the GPT countries 
concerned and other parties who would be interested in the review and its 
outcome. As a result, the Board received an intervention by Ciba-Geigy Canada 


Ltd., (Ciba-Geigy). 


The public hearing was duly held on the appointed day. A list of 
those who attended appears in Appendix D. A transcript of the proceedings of 


the public hearing is available at cost from the transcription service. 


THE GOODS AT ISSUE 


The product subject to the review is Red Lake C, an organic pigment 
used in the preparation of colours. Red Lake C, listed in the Colour 
as Pigment Red 53:1, is a yellow-shade red pigment which is used 
extensively in the printing ink industry for colouring a wide variety of inks, 
including newspaper inks, inks for catalogues, packaging, stamps, comics, 
cartons, plastic bags, “and vother’ products. These inks range from high 


viscosity oil inks to low viscosity water or solvent-based flexographic inks. 


(1) The Colour Index is a comprehensive classification system for dyes and 
pigments, published by "The Society of Dyers and Colourists" assisted by 
the "American Association of Textile Chemists and Colorists". This system 


clearly defines and identifies individual pigments or dyestuffs. 


aoe 


Red Lake C may also be used in colouring plastics, rubber, paints and other 
products, although the consumption in these areas represents less than 10.0 


per cent of the total volume, the major usage being in printing inks. 


Colour integrity and uniformity are considered important quality 
factors by users of Red Lake C. Superior quality inks require technically 
superior organic pigments, so much so that lesser quality pigments of the same 


colour index cannot be substituted for them in end uses. 


Dominion Colour has developed a broad product range consisting of 
five types of Red Lake C. Differences in specific applicational requirements 
account for different customer preferences within the product range. All five 


types are covered by the present inquiry. 


RELEVANT TARIFF ITEMS 


The tariff item with respect to which the request for extension of 
the GPT withdrawal has been made is 93205-3. However, the Board's import 
study has revealed that significant volumes of Red Lake C also enter Canada 


from GPT countries under 93206-1. Both tariff items carry the same rates of 


duties as shown, and both were included in the review inquiry. 


Britasn Most- General 

Prefer- Favoured- Prefer- 
Tariff ential Nation General ential Wek. & 
Item Description of Goods Tariff fare Dy Tariff Tariff Ireland 


93205 - Synthetic organ- 
nic dyestuffs (includ- 
ing pigment dyestuffs) ; 
synthetic organic pro- 
ducts of a kind used 
as luminophores; pro- 
ducts of the kind known 
as optical bleaching 
agents, substantive to 
the fibre; natural in- 
digo: 


ee. 


Brivasn Most- General 
Prefer- Favoured- Prefer- 
Tarai? ential Nation General ential U.K. & @ 
Item Description of Goods lari th Tariff lara? tart Ireland : 
93205-3 Pigment dyestuffs, 
n.O.p. «-- On and after | 
January 1, 1984 1 OueDeiChe 3 HieDis Cle tC 5m Piel Os Lie Cam Lee bie 
93206-1 93206 - Colour lakes ... 
on and after January 1, 
1984 LON pieC. Lops Ce 25. Pele Us 5) 0. Ce le RU aEe 


* Temporarily withdrawn until December 11, 1984. 


In 1981, when the imports of Red Lake C were initially examined, the 
MFN and GPT rates for tariff items 93205-3 and 93206-1 were 14.4 p.c. and 9.5 
p.c., respectively, representing a differential of 4.9 percentage points. The 
BP rate stood at that time at 10 p.c., so that the differential between the 
GPT and the BP rates amounted to 0.5 percentage points. Since India can take 
advantage of the BP rate as well, the differential between the GPT and the BP 


rates must also be taken into account. 


Following the agreement reached during the Tokyo Round of Multi- 
lateral Trade Negotiations (MTN), MFN rates for these two tariff items will be 
gradually reduced until 1987. The GPT rates will be lowered as well, in 
accordance with the formula that, where relevant, the GPT is set at two-thirds 
of the corresponding MFN rate adjusted downwards for decimals, or at the BP 
rate, whichever is the lower. Because of the nature of the formula, the 
reduction in the MFN rate, as shown on the next page, will also reduce by 1987 
the differential between the MFN and GPT rates to 4.5 percentage points. 
However, Since the BP rate will be maintained at 10 p.c., not only will the 
margin of preference of the BP rate relative to the MFN rate decrease from 4.4 
in 1981 and 3.4 in 1984 to 2.5 percentage points by 1987; but the margin of 
preference of the GPT over the BP will increase from 0.5 points in 1981 and 
1.5 points in 1984 to 2.0 percentage points in 1987. Thus the advantage of 
the BP rate as an alternative to the GPT rate, as in the case of India here, 
will be significantly reduced. Scheduled reductions in the MFN and the GPT 


rates follow. 


MEN gpr{t) 

De Cis D.C. 
January 1, 1984 Uys ig 6a5 
January 1, 1985 poe: 8.5% 
January 1, 1986 2.0 8.5* 
January 1, 1987 1265 8. 0* 


* Rounded off to a half percentage point. 


(1) The GPT was extended this year until June 30, 1994. 
THE PETITIONER AND THE INTERVENANT 


Dominion Colour Company Ltd., was established in 1946 to supply the 
needs of its parent company for high quality pigments for the printing of wall 
paper and also to supply high quality pigments to the paint and printing ink 
industries in Canada. The company has since expanded, diversifying its 
product range, and established itself in a number of export markets. It now 
operates pigment production facilities at Ajax and Toronto. Production was 
rationalized between the two plants in the 1970s. Since 1979, the Ajax plant 
has been producing all of the inorganic pigments made by Dominion Colour, and 
the Toronto plant has been producing all of the organic pigments including the 
subject of this inquiry, Red Lake C. The production of Red Lake C accounts at 


present for about 16.0 per cent of the total output of this plant. 


Ciba-Geigy Canada Ltd., the sole intervenant in the review process, 
has recently started to import Red Lake C from the Korean subsidiary of its 
multinational parent company. The Canadian branch company supported a 
re-instatement of the GPT upon expiry of the current temporary safeguard 


acCL LON. 


Ciba-Geigy was formed on January 1, 1971, by the merger of two 
well-established chemical corporations. Ciba had been operating in Canada 
since 1922 and Geigy since 1945. Ciba-Geigy Canada Ltd., is a member of a 
multinational group of Ciba-Geigy A.G., with headquarters in Basel, 
Switzerland. The group specializes in the production of a variety of 


chemicals, with subsidiaries throughout the world. 
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The parent company Ciba-Geigy A.G., owns 50.0 per cent of Daihan 
Swiss Chemical Corporation, Seoul, Korea, in a joint venture with Dai Han 


Colour Company, a producer of Red Lake C. 


In 1981, when the previous petition was heard, only Mackenzie & 
Feimann Limited, a company distributing industrial, household and specialty 
chemicals, imported Red Lake C from Korea. By the time of the review, in 
addition to Mackenzie & Feimann, Ciba-Geigy has commenced importing Red Lake 
C, as well as Grenhall Chemicals Ltd. As indicated however, only Ciba-Geigy 


intervened in the review process. 


Throughout, Industrial Colours & Chemicals Limited has been the sole 
importer of Red Lake C from India, as available records show. That company 


did not intervene during the original petition or during the review. 
IMPORT COMMODITY CLASSES AND IMPORTS OF RED LAKE C 


In its submission to the Board, Dominion Colour assumed that all 
imports from Korea and India which enter under the five-digit commodity class 


427-18 and tariff item 93205-3 subject to the review, represent Red Lake C. 
However, the seven-digit breakdown of this class shows that it also includes 


organic pigments other than Red Lake C. 


In, view of this. problem of identification, a ‘special study was 
conducted by the Board, using the classification of the Colour Index and 
company brand names. The results were checked with importers, and confirmed 
with the petitioner, .i.e.,.-Dominion <Colour. The product names which were 
selected as representing Red Lake C are listed in Appendix E, together with 


other details concerning the selection. 


The public hearing permitted a further refinement of the data. Asa 
result, on the basis of the Board's study and the hearing evidence, details on 
Red Lake C entering under tariff items 93205-3 and 93206-1 and the following 


seven-digit commodity classes were used in the Board's analysis: 


See 


Organic Red and Maroon Pigments/Org Rm. / 


427-18-34 Pigments, organic, red, toluidine 
42T7-18-35 Pigments, organic, red, lithol 
427-18-39 Pigments, organic, red, nes 


Pigments, Colour Lakes and Toners Nes /Pig Nes / 


427-99-89 Pigments, colour lakes & toners, nes 


Since Dominion Colour's submission was based on all imports recorded 
under commodity class 427-18 as the only data publicly available, the 
information derived from unpublished and confidential sources, on which the 
Board's analysis rests, differs from that presented by the petitioner. In 
general, GPT imports were overstated by the petitioner. However, the 
differences, while significant, do not affect substantively the tenor of the 


analysis. 


Based on import data obtained by the Board from customs documents, 
total imports of Red Lake C (RLC) from all sources amounted in 1981 to 92, 642 
kilograms, up almost 60.0 per cent from the 57,995 kilograms imported in 
1980. During 1982 and 1983, shipments of RLC from abroad continued to 
increase, but now at a declining rate, reaching 102,253 kilograms in the 


latter year. (See Table 1) 


Imports from Korea dropped by 50.0 per cent in 1981 compared to the 
previous year. This sharp reduction was likely due to the investigation of 
the original safeguard petition during the course of 1981. However, during 
1982 and 1983, Korean suppliers increased their Canadian sales to such an 


extent aS to recover all sales lost in 1981. 


The volume of imports of RLC from India rose nearly four-fold in 
1981, almost offsetting the reduced level of shipments from Korea in that 
year. Indian suppliers further increased their Canadian sales in 1982 by 45.6 
per cent. Korean exporters, however, boosted their shipments to Canada in 
that year by 76.2 per cent, as imports from Korea still entered at some 9 p.c. 


duty rate, the application on entry of the MFN rate which otherwise would have 
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followed the withdrawal of the GPT having been delayed, while imports from 
India entered at 10 p.c., BP. During 1983, Korean shipments grew further by 
20.8 per cent, while Indian sales in that year dropped sharply, although they 


were still more than three times their 1980 level. 


Total imports from Korea and India rose by 39.4 per cent in volume, 
comparing 1983 with 2980, to a total sof’ 699987. kilograms. = iMostaotetnic 
increase in GPT-country imports was attributable to higher shipments from 
India. However, Korean suppliers of RLC re-established their predominance in 
1983 in absolute terms, a position which they had lost in 1981 and 1982. 
Imports of RLC from non-GPT countries also benefitted, like the Indian 
suppliers, from the expansion of total RLC imports into Canada in 1981 and 
from the simultaneous reduction in imports from Korea in that year. However, 
a large volume of non-GPT imports, originating in EEC countries, entered 
Canada at dumped prices, as found by the Anti-dumping Tribunal. The Tribunal, 
accordingly, ruled in 1983 in Dominion Colour's favour on this issue. While 
imports from countries involved in that process declined in that year, they 
were replaced in part by shipments from Taiwan, supplying the Canadian market 


for the first time in recent years. 


In terms of the share of the Canadian RLC import market, it is 
evident that Korean suppliers lost ground in 1981 and that Indian and non-GPT 
exporters gained a significant market position. However, although by 1983 
exporters from Korea doubled their share of Canadian imports of RLC held in 
1981, the level attained in 1983 was only slightly more than one-half the 
share held in 1980, or prior to the withdrawal of the GPT. As a result of 
increased shipments since 1981 from Korea and the continuation of high volume 
imports from India, total GPT-country sales into Canada rose between 1981 and 
1983 from 53.0 per cent of imports of RLC from all countries to 68.4 per 
cent. Despite this increase, however, the share in 1983 was lower than in 
1980, when GPT imports, coming almost exclusively from Korea, supplied 86.5 


per cent of the Canadian RLC market. 


~<k o 
TABI 


IMPORTS OF RED LAKE C 
1980 to 1983 


Per Cent Changes 


Country 1980 1981 1982 1983 81/80 82/81 83/82 83/80 
- kg. - -%- 

GPT* SOs oO 49,067 78, O46 OU 98 (sw = 2.2 eee -10.3 39.4 
Korea - - - - -50.0 10.2 2066 6.5 
India = - - - 292.5 45.6 =10.0 242.9 

Non-GPT 7,805 N32, 516 21,749 32,200) 250.3 -50.1 48.4 314.4 

Total Spo er Gene, BOO. oS 02,253. 59.7 Tesi a5 16.3 

GPTI-as 2 of. 

Total Imports 20.5 5330 TOowe 68.4 


* Korea and India combined for reasons of confidentiality. 


pource:s “TheslTariff Board. 


THE CANADIAN MARKET, DOMESTIC OUTPUT AND IMPORT COMPETITION 


Quarterly production data were supplied by the petitioner. Import 
data were obtained by the Board from import documents. The domestic market 
was calculated by adding imports to production net of exports. These data 
were expressed in kilograms, i.e., in volume terms. The quarterly data were 
then converted to indices, the first quarter of 1982 = 100, because the output 
and import figures are confidential. The review covers the first two years of 


the GPT withdrawal, 1982 and 1983, and the first quarter of the third year. 


Table 2 shows that, with the exception of an upturn during the final 
quarter of 1982, domestic sales by Dominion Colour declined continuously. 
During the first quarter of 1984, such sales were more than 40.0 per cent 
below the volume for the base period. The decline in sales by the Canadian 


producer was at first a reflection of a temporary weakness in the Canadian 
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market for RLC. However, beginning with the third quarter of 1983, sales by 
the petitioner dropped off sharply while the domestic market expanded 
rapidly. As is evident, during this fatter speriod) imports bothr fromaGPieand 
non-GPT countries increased sharply, absorbing not only the entire growth in 
Canadian RLC disappearance, but also reducing further the petitioner's market 


position. 


As a result, the share of the domestic market supplied by Dominion 
Colour, which ranged between 50.0 and 65.0 per cent in 1982 and into 1983, 
declined to 36.0 per cent during the second half of 1983, and dropped to 19.6 
perm cent. ind the arse quarter of 1984. (Table 3) The share of Canadian 
consumption captured by GPT countries changed little during 1982 and 1983, so 
that it was non-GPT suppliers that obtained the share lost by the petitioner 
during the final two quarters of 1983. The improvement of non-GPT suppliers 
from less than 10.0 per cent at the beginning of 1982 to a peak of 24.5 per 
cent in the third quarter of 1983 reflects imports from Taiwan. However, 
GPT-country exporters advanced their position in the Canadian market 
vigorously in the first quarter of 1984 largely at the expense of sales by the 


domestic producer, although non-GPT imports were also adversely affected. 


TABLE 2 


RED LAKE C 
DOMESTIC MARKET, SALES BY DOMINION COLOUR, 
GPT AND TOTAL IMPORTS, BY 


QUARTER, 1982 TO FIRST QUARTER 1984 


Domestic DEG GPT Total 
Year Quarter Market Sales Imports Imports 


- Volume Indices - 
(First quarter of 1982 = 100) 


1982 lst 100.0 100.0 100.0 LO0s 0 
end 99.8 920i Lies 107.9 
3rd 76.9 7e23 OGeuL We oe: 
4th Ore o4.4 (023 TH.5 


Average 1982 90.5 91.4 87.9 89.4 


Year 


1983 


Average 1983 


1984 


Source: The Tariff Board. 


Year 


1982 


Average 1982 


1983 


Average 1983 


1984 


Source: The Tariff Board. 
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SHARES OF DOMESTIC MARKET BY DOMINION COLOUR, 
GPT AND NON-GPT IMPORTS, BY 


TABLE 2 (concl.) 


Domestic DEG 
Market Sales 
daar Gilet 
tes 6 79.9 
93.4 63.5 
ote GOee 
OLS Toe 

PS3.2 56.3 

TABLE 3 
RED’ LAKE C 


Bene ae 


GEL 
Imports 

59.0 

56.8 


98.6 
100.9 


18.6 


255.0 


QUARTER, 1982 TO FIRST QUARTER 1984 


Quarter 


ist 
end 
3rd 
4th 


lst 
end 
3rd 
Uth 


lst 


DCC 


58 2) 
49.5 
54.2 
ack 


53.8 
65.4 
Sioine 


S062 
36.4 


47.7 


19.6 


pia 


GET 


Svia 
41.9 
33.2 
S0e7 


Seale 
30.8 
Oak 


Soa 
WD. 


36.1 


61.9 


Non-GPT 


Total 
Imports 

Sea 

64.4 


ets oS 
ela als: 


91.0 


20369 


Total 


WOsc 
5065 
45.8 
40.9 


46.2 
34.6 
41.4 


63.8 
63-7 


52.4 


80.4 
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PRICE SUPPRESSION AND OTHER IMPACTS 


Following the Board's recommendation of a withdrawal of the GPT in 
1981, Dominion Colour took action to improve its prices for RLC, particularly 
as the cost of imported raw materials increased. However, continuing offers 
by importers of Korean and Indian product at low prices did not permit 
Dominion Colour to maintain normal margins for RLC produced in the New Toronto 
plant. The petitioner alleged that during that period more than one-half of 
its established customers changed over to Indian and/or Korean suppliers 
mainly because of the price. The petitioner was not able to meet such prices 
even after significant discounts. Unit import prices from GPT countries by 
and large remained constant during the years under review. They were con- 
sistently about one-half of the petitioner's unit production costs, with 


Indian prices in most instances slightly higher than prices of Korean imports. 


The sharp decline in domestic output and sales of RLC necessitated a 
reduction of 30.7 per cent in employment related to production and distri- 
buLLON. Investment in machinery and equipment used to produce RLC has 
virtually ceased. Capacity utilization of the New Toronto plant manufacturing 
RLC has declined sharply, while inventories of this good were 87.7 per cent 
higher at the end of March 1984 than they were at the beginning of the 3-year 


period of the recommended GPT withdrawal. 


SUMMARY OF EVIDENCE 


The petitioner, Dominion Colour Company Ltd., has requested the Board 
for an extension of the temporary safeguard action with respect to imports of 
Red Lake C, an organic pigment dyestuff, from Korea and from India, two 
countries which benefit from the General Preferential Tariff, and which export 
this pigment to Canada. The original petition was heard on June 10, 1981. 
The Board subsequently recommended that the GPT be withdrawn for a period of 


three years, or until December 11, 1984, subject to a review upon expiry. 
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As the investigation attendant upon the review disclosed, technical 
and administrative problems delayed by some months the actual implementation 
of the recommended withdrawal, i.e., the levying of additional duties upon 


entry. 


The review hearing took place on June 5, 1984. The request for 
extension was opposed by Ciba-Geigy, the Canadian branch of the multinational 
group of Ciba-Geigy, A.G., which has recently started to import Red Lake C 


from the Korean branch of the parent group. 


The import data on Red Lake C required special analysis because of 
problems of classification. The Board's inquiry, carried out in consultation 
with the Canadian producer and importers, together with evidence presented at 
the hearing, established which of the specific dyestuffs are to be de facto 
considered Red Lake C. Moreover, that investigation also revealed that signi- 
ficant volumes of Red Lake C enter Canada from GPT countries under tariff item 
93206-1 as well and not alone under 93205-1. The latter was cited by the 
petitioner as the sole relevant tariff item. The Board's analysis has, 
therefore, been based on GPT imports of Red Lake C, as defined by the Board, 
under the two tariff items. These data are confidential and not accessible to 
whempublic: ,ors the. petitioner. As ao results) othe petitioner's presentation, 
based on publicly available data only, somewhat overstated the volume of 
imports of Red Lake C, without, however, adversely affecting the tenor of the 


analysis. 


The two tariff items in question attract the same tariff rates. As 
Cumaniiary 1,9 OCH. sche, MEN “rate istood! atal3.4"p.ec%,,cand "the GPT rate at 
8.5 p.c. As a result of MTN agreements, the MFN rate is scheduled to decline 
COMLecoeD.sC. OYalOoy meiner GPleratesetieduto the MeNerate bysa formula; will 
be reduced to 8.0 p.c., by that time. 


The BP rate amounted to 10 p.c., throughout the period under study. 
India, one of the GPT countries named in the request for an extension of the 
GPT, may also benefit from the BP rate. That rate is to continue to be 


applied as long as the underlying agreements are in force. 
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The differential between the MFN and the GPT rates will be maintained 
over time, because of their mutual interdependance. However, the differential 
between the GPT and the BP rates will increase as the former is reduced but 


the latter remains constant. 


The volume of imports of Red Lake C declined somewhat in 1981 from 
the level attained a year earlier, as Korean imports were held back while the 
original petition process was in progress. In contrast, imports from India, 
negligible in 1980 and earlier, rose nearly four-fold in 1981, thus supporting 
the high level of supplies from GPT countries. India can also avail itself of 
the BP rate. At the same time, non-GPT imports experienced a five-fold 


increase in the volume. 


Shipments from India continued to expand in 1982, the year following 
the recommendation for a temporary withdrawal of the GPT, although at a 
reduced rate. In contrast, the flow of supplies from Korea rose rapidly in 
that year so that, together, GPT imports were approximately 60.0 per cent 
greater in 1982 than in 1981, and well over the level attained in 1980, or 
prior to the petition process for a withdrawal of the GPT. Non-GPT imports 
declined meanwhile, in part at least likely because of the anti-dumping case 


brought forward by Dominion Colour. 


By 1983, the upsurge of Indian shipments abated though the level 
attained in that year was more than double the volume imported from that 
country in 1980. Supplies from Korea regained their pre-eminence. But, in 
relative terms, Korea accounted for slightly more than one-half the share held 
in 1980. Non-GPT imports increased in 1983, mainly as a result of shipments 
from Taiwan, which was not subject to the anti-dumping inquiry and rulings, 


supplying the Canadian market for the first time in recent years. 


GPT imports have lost the share of total imports of Red Lake C. From 
86.5 per cent in 1980, that share declined to 68.4 per cent in 1983 as 


shipments from non-GPT countries expanded. 
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GPT shares of the domestic market, while remaining relatively 
constant in 1982 and 1983, doubled to over 60.0 per cent in the first quarter 


of 1984 from the comparable average for the two years. 


The share of the domestic market by Dominion Colour, while holding 
out at around 50.0 per cent in 1982 and 1983, dropped to some 20.0 per cent by 
the first quarter of 1984. 


A relatively steady increase in the share of the market was 


experienced by non-GPT imports. 


Although following the temporary withdrawal of the GPT Dominion 
Colour took action to improve its prices for Red Lake C because of rising raw 
material costs, that initiative was negated by low prices of Korean and Indian 
imports. These prices have remained relatively constant during the period 
under review. They have been consistently about one-half of the petitioner's 
unit costs of production, with Indian prices in most instances slightly higher 


than prices of Korean imports. 


Domestic output and sales of Red Lake C by Dominion Colour declined 
sharply since the petition for a temporary withdrawal of the GPT, accompanied 
by reductions in employment and a near-cessation of investment. Capacity 


utilization was significantly reduced, while inventories accumulated rapidly. 
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THE BOARD'S CONCLUSIONS AND RECOMMENDATIONS 


Based upon evidence before it, the Board concludes that’ the 
petitioner has suffered injury, that there is a link between that injury and 
imports at the General Preferential Tariff rate, and that withdrawal would 
provide significant relief to the petitioner. 


Accordingly, the Board recommends that the General Preferential 
Tariff rate on imports of the organic pigment dyestuff known as Red Lake C 
continue to be withdrawn for three years commencing on the expiry date of the 
present withdrawal, subject to review upon expiry. 


The Board would also like to draw the Minister's attention to the 
fact that the petitioner's injury was aggravated by administrative and 
technical delays in implementation of the Board's recommendation for a 
withdrawal made in July, 1981, following the hearing of the petition for 
safeguard action against imports of Red Lake C from countries to which the 
General Preferential Tariff extends. Moreover, the measurement of the effect 
of the injury was made difficult because of problems of proper statistical 
identification of imports of the goods at issue. In the latter instance, the 
Minister might want to consider the creation of a new tariff item specifically 
to deal with imports of Red Lake C as indicated by the Board's inquiry. 


Respectfully, 


Jean P. Bertrand 
irst Vice-Chairman Second Vice-Chairman 


KeG. es Martin 
Member Member 


fic Uren CO Dude, 


R.K. Matthie C.N. Beauchamp 
Member Member 


Ottawa 
September 13, 1984 
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July .20, 1930 


Mr. John A. MacDonald 
Chairman 

Tariff Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


I am writing to ask the Tariff Board to study and report under 
section 4(2) of the Tariff Board Act on a number of matters relating to the 
General Preferential Tariff (GPT). 


The Canadian GPT was implemented in 1974 as part of an international 
system of tariff preferences designed to assist developing countries to expand 
their exports of manufactures and semi-manufactures to developed country 
markets. The preferential rate on industrial products covered by the Canadian 
scheme is established by legislation at two-thirds of the Most-Favoured-Nation 
(MFN) rate of duty or the British Preferential (BP) rate, whichever is lower. 
Specific preferences have also been established for selected agricultural 
products. Most textile products, leather footwear and certain electron tubes 
and parts were excluded from the coverage of the GPT by Order in Council under 
the safeguard clause because of the particular sensitivity of Canadian produc- 
tion in these sectors to import competition. 


Since it came into effect in 1974, the GPT has been the subject of 
numerous and often conflicting representations. On the one hand, developing 
countries seeking to improve their competitive position vis-a-vis developed 
countries in the Canadian market have requested that preferences under the GPT 
be improved and also that the product coverage of the scheme be expanded. 
Most recently developing countries have expressed concern that the lowering of 
MFN tariff rates as a result of the multilateral trade negotiations (MTN) will 
yield smaller margins of preference for developing countries under the GPT 
than at present. They are seeking further improvements to the Canadian scheme 
so that their relative competitive position in the Canadian market will be 
enhanced or, at least, maintained. 


On the other hand certain Canadian producers have expressed dis- 
satisfaction and concern over the granting of preferential access to the 
Canadian market for developing countries. They argue that for many products 
these countries no longer need preferential access to compete in the Canadian 
market and that Canadian production and employment may be threatened by these 
preferences. Canadian producers have also alleged that the current safeguard 
provisions under the GPT are inadequate and do not allow for prompt considera- 
tion and open review of petitions for withdrawal or suspension of preferences. 
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In response to these latter representations and in order to be ina 
position to consider improvements to the GPT, the government will be intro- 
ducing legislation to change the safeguard provisions of the GPT legislation. 
These changes will be designed primarily to facilitate the review of petitions 
from Canadian industry for withdrawal or suspension of the GPT preference on 
particular products from either one or all GPT beneficiaries. The proposed 
changes would include a provision to allow Canadian producers to petition the 
Tariff Board directly to determine whether imports at GPT rates are causing or 
threatening to cause them injury and, in the case of a positive finding, to 
recommend appropriate safeguard action to the government. Authority for the 
Governor in Council to establish tariff rate quotas, on the recommendation of 
the Tariff Board, as an alternative to outright exclusion of products from the 
GPT, would also be provided for in the amended GPT legislation. (Under a 
tariff rate quota the MFN tariff rate would be automatically restored when 
imports at the preferential rate reach a predetermined level). These changes 
should, if implemented, reassure Canadian producers that their requests for 
safeguard action will be given prompt consideration under procedures which 
allow for extensive input by, and consultation with, Canadian industry. At 
the same time, developing countries or their representatives would have the 
opportunity to make representations to the Board on any petition for safeguard 
action. 


I recognize, however, that legislation will take time and that 
Canadian producers have an immediate concern. I would therefore like to meet 
that coneern as far as possible within the context of existing legislation. 
Accordingly, I direct the Tariff Board pursuant to section 4(2) of the Tariff 
Board Act to conduct an inquiry into any submission it receives from a 
Canadian producer to the effect that the producer has suffered or may suffer 
injury as the result of the General Preferential Tariff, where the Board is 
Satisfied that there is a prima facie case of injury. If the Board should 
decide to proceed with an inquiry I would not expect it to recommend safeguard 
action unless it were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the reduced rates of 
duty under the GPT. I would expect the Board to take into account those 
economic factors generally recognized as relevant to a determination of injury 
such as those contained in the GATT Anti-dumping Code and the Code on Sub- 
sidies and Countervailing Duties. The Board, should, (in. itsm inquiry acco 
attempt to establish whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the Canadian producer or 
producers. The Board shall report is findings to me within six months of 
commencing its inquiry together with its recommendations as to whether in the 
particular instance the General Preferential Tariff should be withdrawn in 
whole (on ins part. If as the inquiry proceeds the Board is satisfied that 
there is a situation requiring urgent action, it shall make an interim report 
and recommendation prior to its final report and recommendation. In addition 
to the views of Canadian producers the Board should, in carrying out the 
inquiry, invite and take into account the views of the exporting beneficiary 
country or countries, exporting firms or representatives thereof as well as 
Canadian importers and consumers. : 
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Given the reassurances that will be provided Canadian producers upon 
implementation of the proposed changes to the safeguard provisions, and 
bearing in mind the results of the MTN, the government also considers it 
timely and appropriate to review what changes or improvements to the GPT 
scheme may be possible to deal with the concerns of developing countries noted 
above. I would not want to propose such changes or improvements, however, 
unless it were determined that Canadian interests would not be adversely 
affected. I, therefore, direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act, to review and report on the expected impact on Canadian 
production of including in the GPT those products covered by the tariff items 
listed in Group I of Annexes A and B to this letter, and the expected impact 
on Canadian production if the preferential rate under the GPT were established 
at Free for those products covered by the tariff items listed in Group II of 
Annexes A and B. I would also ask the Board to include in its report 
recommendations, based on its findings, as to whether any of the products 
covered by the tariff items in Group I should be included in the GPT and if so 
at what rates, and whether any of the products covered by the items in Group 
II should be allowed duty-free entry under the GPT. 


If the Board should conclude that the inclusion in the GPT of some of 
the goods which are now excluded would be facilitated by the establishment of 
tariff rate quotas for those products, I would ask the Board also to make 
recommendations regarding the levels of such quotas. With regard to the GPT 
rates which the Board might recommend for products which are now excluded from 
the GPT, but for which the GPT rate formula would apply if they were included 
in the GPT, I would ask the Board to consider only two options: duty-free 
entry or the formula rate (i.e. the MFN rate minus one-third or the BP rate if 
it is lower). 


I would ask that the Tariff Board report not later than nine months 
from the date of this letter on the tariff items listed in Annex A. The 
Board's report on the items listed in Annex B should be submitted within one 
year of its report on the items listed in Annex A. 


Yours sincerely, 


Allan J. MacEachen 
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February 10, 1984 


Mr. John A. MacDonald 
Chairman 

Tariff Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


I am writing to provide further guidance to the Tariff Board in 
respect of the letter of reference of July 24, 1980, as it relates to peti- 
tions for temporary safeguard actions under the General Preferential Tariff 
(GPT). 


The letter of reference sets out procedures and time limits for the 
Board to be guided by in dealing with petitions from Canadian producers for 
the withdrawal of GPT rates where importations of goods at these rates are 
alleged to be causing or threatening injury to domestic production. I think 
it would be useful to clarify the Board's responsibilities in those instances 
where temporary safeguard actions have already been implemented by the govern- 
ment. As you no doubt appreciate, the government intends that these safeguard 
measures should be maintained only for such time as is necessary to prevent or 
remedy the injury caused domestic producers by the lower GPT rates. In cases 
where temporary action has been taken, I believe it would be useful for the 
Board to take those administrative and procedural steps that are necessary to 
ensure that it has at its disposal information needed to assess the effects 
which the reintroduction of GPT rates would have on domestic production and 
imports. 


I would therefore direct the Board, pursuant to section 4(2) of the 
Tariff Board Act, to collect any relevant information relating to a safeguard 
measure under the GPT while it is in effect, to receive and review petitions 
which may be made by interested parties relating to the future status of the 
measure and to report to the government on these petitions. The Board's 
report should be submitted to the Government not less than 60 days before the 
measure is due to lapse. Of course, should the Board not receive any 
petitions, I would not expect it to conduct any hearings and the measure would 
be allowed to lapse on its scheduled expiry date. 


It is my view that interested parties will thus have ample oppor- 
tunity for their views to be taken into account prior to any decision being 
taken by the government on the question of the future status of GPT safeguard 
actions. 


Yours sincerely, 


Roy MacLaren 
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Registration 


SOR/81-1025 10 December, 1981 


CUSTOMS TARIFF 


General Preferential Tariff Order, amendment 


P.C. 1981-3477 10 December, 198}. 


His Excellency the Governor General in Council, on the 
recommendation of the Minister of Finance, pursuant to sec- 
tion 3.2 of the Customs Tariff, is pleased hereby to amend the 
General Preferential Tariff Order, C.R.C., c. 529, in accord- 
ance with the schedule hereto. 


SCHEDULE 


1. The General Preferential Tariff Order is amended by 
adding thereto the following section: 


“10. The benefit of the General Preferential Tariff is 
withdrawn from the countries listed in Schedule I with 
respect to Red Lake C, an organic pigment dyestuff, entitled 
to entry under tariff item 93205-3 for a period of three years 
from the coming into force of this section except with 
respect to goods that were 

(a) released by the Department of National Revenue on 

or before the coming into force of this section, whether or 

not they have been taken out of warehouse or entered for 
home consumption; or 

(6) bona fide in transit to Canada on or before the 

effective date of this Order.” 


EXPLANATORY NOTE 


(This note is not part of the Order, but is intended only for 
information purposes.) 


This amendment withdraws the benefit of the Genera] Pref- 
erential Tariff with respect to Red Lake C, an organic pigment 
dyestuff, from all beneficiaries of that Tariff. 


QUEEN’S PRINTER FOR CANADA. OTTAWA, 1981 
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Enregistrement 


DORS/81-1025 10 décembre 1981 


TARIF DES DOUANES 
Décret du Tarif de préférence genéral— 
Modification 


C.P. 1981-3477 10 décembre 1981 


Sur avis conforme du ministre des Finances, et en vertu de 
Particle 3.2 du Tarif des douanes, il plait a Son Excellence le 
Gouverneur général en conseil de modifier, conformément a 
annexe ci-aprés, le Décret du Tarif de préférence général, 
Cnc 529: 


ANNEXE 


1. Le Décret du Tarif de préférence général est modifié par 
adjonction de ce qui Suit: 

«10. L’avantage du Tarif de préférence général est retiré, 
durant une période de trois ans commengant 4a la date 
d‘entrée en vigueur du présent article, aux pays énumérés a 
l’annexe I, pour la matiére colorante organique Red Lake C 
pouvant étre importée sous le numéro tarifaire 93205-3, sauf 
celle 

a) quia été libérée par le ministére du Revenu national au 

plus tard a la date d’entrée en vigueur du présent article, 

qu'elle ait ou non été sortie d’entrepdt ou déclarée pour la 
consommation intérieure; ou 

b) qui était authentiquement en transit vers le Canada au 

plus tard a la date d’entrée_en vigueur du présent article.» 


NOTE EXPLICATIVE 


(La présente note ne fait pas partie du décret et n'est publiée 
qu’a titre d'information.) 


Cette modification retire a certains pays l’avantage du Tarif 


de préférence général pour la matiére organique colorante Red 
Lake C. 


IMPRIMEUR DE LA REINE POUR LE CANADA, OTTAWA, 1981 


APPENDIX C 


PRESS RELEASE 


a 


_ 
= 


7 a 
» r 
% al 7 
_ 
: / 


- 3] - 


Department of Finance Ministere des Finances 
Canada Canada 

Information Division Division de |'Information 

Ottawa, Ont. K1A 0G5 Ottawa (Ont.) K1A 0G5 

(613) 992-1573 (613) 992-1573 


Release Communiqué 


Release: Immediate Ottawa, December 11, 1981 
81-120 


Minister of State (Finance) Pierre Bussiéres today announced 
that the General Preferential Tariff (GPT) was being withdrawn 


on Red Lake C organic pigment for a period of three years. 


This action was recommended by the Tariff Board in a report 
which was tabled in Parliament on October 21, 1981. The Board 
found that imports of Red Lake C from the Republic of Korea 

Wavewil | ured. Domin1oneCoOLOur CO. Ltd., Toronto, in its production 
of this pigment and that significant relief would be provided 

by withdrawal of the GPT margin of preference from imports. 

The effect will be to increase the customs duty on imports 

from South Korea from 9.5 per cent to 14.4 per cent under the 


Most-Favoured-Nation Tariff. 


Pia taistcmaeminOmesipoOlLier Of this product and amports from that 
Country will be subject to a 10 per cent rate of duty under the 
British Preferential Tariff. The matter will again be reviewed 
by the Tariff Board prior to the expiry of the three-year 


withdrawal period. 


The withdrawal takes effect immediately; however, goods in 


transit or in bonded warehouse will not be affected. 


ied 


Canada 
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SP-5.1 


ATTENDANCE AT PUBLIC HEARING 


HELD ON JUNE 5, 1984, OTTAWA 


ORGANIZATION REPRESENTATIVE(S) 
Ciba-Geigy Canada Ltd. A.A. Farrer 
Corporation House Ltd. B. Benn 


G.P. MacPherson 


Dominion Colour Company Ltd. eae Nap cele win! 
A. Gray 
W.R. Hibbs 
A. Linajs 

Hoechst Canada Inc. C. Berguer 


W. Fibiger 


Po weer: 


$e 
% é 
= 
2A 
or 
"a 
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Details of Imports of Red Lake C 
at the Seven-Digit Level 


The Board used the classification of the Colour Index and company 


brand names to isolate, 


Red Lake C proper. 


from import data at the seven-digit level, 


imports of 


Imports under tariff items 93205-3 and 93206-1 for the 


following commodity classes were examined and the results were subsequently 


verified with importers and Dominion Colour. 


SEVEN-DIGIT COMMODITY CLASSES 


Commodity 
Code 


Description 


Organic Red and Maroon Pigments /Org Rm. / 


427-18-22 Pigments, organic, maroon bon 
4227-18-29 Pigments, organic, maroon, nes 
4227-18-32 Pigments, organic, red, quinacridone 
427-18-34 Pigments, organic, red, toluidine 
427-1 8-35 Pigments, organic, red, lithol 
4227-18-36 Pigments, organic, red, rhodamine 
427-18-39 Pigments, organic, red, nes 
BRAND NAMES USED 
Country of 
Importing Company Origin Product Name 
BASF Canada Inc. Usoeh. Red Lake C Quick Set 
Ciba-Geigy Canada Ltd. Korea Irgalite Red CBNO (Giant Red) 
Grenhall Chemicals Ltd. Korea Red Lake C 120 
Hoechst Canada Inc. Germany Permanent Lake Red LCLL 
Industrial Colours & India Red Lake C 506 
Chemicals Limited Denmark Predisol Lake Red LC-C 9541 
Kolmar of Canada Limited Uso. Red Lake C 506 & 507 
Mackenzie & Feimann Limited Korea Red Lake LCL (Giant Red C 121) 
Korea Red Lake C 200 
Microcolor Dispersions Limited U.S.A. (Seikafast) Lake Red C ZA 549 
Montedison Canada Inc. Italy Termosolido Red LCG 
Sun Chemical Corporation Ueoehs Red Lake C Flush 


It was, 


quinacridone red, 


akg) = 


furthermore, clarified at the public hearing that while 


toluidine red, lithol red and rhodamine red, as such, are 


not Red Lake C, imports of Red Lake C as given by the brand names were found 


to enter under these headings. The study isolated imports of Red Lake C from: 


Organic Red _ and Maroon Pigments/Org Rm./ 


427-18-34 Pigments, organic, red, toluidine 
4227-18-35 Pigments, organic, red, lithol 
4227-18-39 Pigments, organic, red, nes 


Pigments, Colour Lakes and Toners Nes/Pig Nes/ 


4227-99-89 Pigments, colour lakes & toners nes 


Data so derived were used in analysis. 
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REFERENCE 158 


RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION 
BY WATERVILLE CELLULAR PRODUCTS LTD. 
- SAFEGUARD PETITION NO. 7 - 


INTRODUCTION 


This report of the Tariff Board is made pursuant to Reference 158 
relating to the General Preferential Tariff (GPT) and concerns the petition 
for safeguard action by Waterville Cellular Products Ltd., Waterville, Quebec, 
with respect to imports of rubber bicycle tubes under tariff item 61815-1 from 
Gri countries; “in” particular the Republic “of Korea. The petitioner has 
alleged that these importations are threatening to cause injury to its tube 
producing operation at Waterville, Quebec, and it has petitioned the Board for 
withdrawal of the preferential benefit from such imports for at least two 
years. 


The Board's terms of reference for the hearing of this petition are 
outlined in the letter of July 24, 1980, from the Minister of Finance, which 
Scarves In Darts; 


"TI direct the Tariff Board pursuant to section 4(2) 
Of =the Tarirr “Board “Act to” conduct, tan Sanquiry” into any 
submission it receives from a Canadian producer to the 
effect that the producer has suffered or may suffer injury 
as the result of the General Preferential Tariff, where 
the Board is satisfied that there is a prima facie case of 
Douay. 


If the Board should decide to proceed with an inquiry 
I would not expect it to recommend safeguard action unless 
ZL were tully “satisfied thats there as actual injury to 
Canadian producers or an actual threat thereof due to 
imports at. the reduced rates “of (duty under the GPT. ui 
would expect the Board to take into account those economic 
factors generally recognized as relevant to a determina- 
tion of injury such as those contained in the GATT 
Anti-dumping Code and the Code on Subsidies and Counter- 
Valling Dutace. arlne seoard ssnould, Tin ateeinguiry ~salso 
attempt to establish whether withdrawal of the GPT on the 
product or products concerned would in fact provide 
Significant relief to the Canadian producer or producers." 


supats 


The GATT definitions, referred to by the Minister, which serve as 
the framework for the inquiry; are vas follows: tthe term “injury = shall, 
unless otherwise specified, be taken to mean ... injury to a domestic indus- 
try, threat. of ... injury “Cota sdomestie mindustry, Wor w.. mevardalion so. atic 
establishment of such an 2ndustry ee, 1) and the factors involved are 
those used in standard economic analyses, such as production, employment and 
sales. 


THE PROCESS OF INQUIRY AND THE PUBLIC HEARING 


The petitioner,» “Waterville, | Gellutansroducts jsitd. (Waterville 
Cellular) informed “the. ‘Board in»May, 21981, ofits intention: to, petition sror 
safeguard action. When the assembly of the required statistical and other 
information was completed, Waterville Cellular formally presented its petition 
late in September, 1981. The Board reviewed the submission and determined on 
October 19, 1981, that a prima facie case of injury existed(2) and ordered a 
full public inquiry to commence. 


This information was published in the Canada Gazette of October 31, 
1981, together with a notice that a public hearing of the petition would be 
held on January 11, 1982, in Sherbrooke, Quebec. The Board also sent notices 
of the public hearing to GPT countries and to importers and other parties 
interested in the petition and its outcome. As a result of these notifica- 
tions, two formal interventions, described later, were made. 


The public hearing was duly held on the appointed day. A list of 
attendance appears in Appendix A. Transcripts of the proceedings at the 
public hearing are available at cost. 


THE GOODS AT ISSUE 


The petition covers inner bicycle tubes of rubber as described in 
CITC 625-25-21, entering under tariff item 61815-1. The tariff item details 
are given next. 


(1) Agreement on Interpretation and Application of Articles VI, XVI and XXIII 
of therGeneral) Agreement jon Tariiis jandIrade, Genevay tethnyApril, 1979, 
Part I, Article’ 2; paragraph and) footnote. 

(2) On this date the six months! period commenced within which the Board must 
submit its report to the Minister of Finance. 


-3- 


British Most- General 

Prefer- Favoured- Prefer- 
larit ft ential Nation General ential U.K. and 
Item Pani, Tarai Tariff Tariff Ireland 


61815-1 


Tires and tubes, wholly 
Orein part-of rubber 


Her Olah /le/Gee ohiecs eae P.O Dees T4s8 D.C 55 pie « 9 
omer el ly ot loess ses os lle ep. O., Malo) IDCs 353 D.C. Si 


The petition concerns only the inner bicycle tubes covered by this 
tariff item, and not the other rubber tires and tubes also entering under this 
item. Tubes imported for use in the production of bicycles, the original 
equipment market, enter under tariff item 43906-1. Consequently, the petition 
relates to inner bicycle tubes destined for the replacement market only. The 
demand for tubes for bicycles already in use comprises the replacement market. 


The differential between the GPT and MFN rates of duty, the margin 
of preference which the petitioner requests be withdrawn, amounts currently to 
5.3 percentage points. By 1984, this margin of preference will diminish to 
4.4 percentage points, reflecting the gradual MFN tariff reductions agreed 
upon at the Tokyo Round of Multilateral Trade Negotiations. 


The GPT rate in question is determined by a formula which states 
that the GPT shall be equal to the BP rate or two-thirds of the MFN rate, 
Whicnevervis the lesser. Hence the reductions in the GPT rate mentioned above 
as the MFN rate declines as scheduled. The GPT is not subject to negotia- 
tions being a unilateral extension by Canada of preferential rates of duty to 
select less developed countries. The GPT was introduced in 1974 and remains 
in force until 1984, when the scheme will be reviewed. 


A bicycle tube can be produced as a flat sheet which is subsequently 
rolled, cut and welded; it can be moulded; or the tube can be extruded as a 
tube and then cut and welded. Waterville Cellular, under licence from 
Hutchinson=-Mappa of France, produces bicycle tubes by extrusion in a con- 
tinuous process. This process, together with the use of high quality rubber, 
yields tubes equal to or better in quality than the standard imported product 
from Korea. Because of licensing arrangements, the manufacturer is not at 
liberty to vary the production process. 


THE PETITIONER 


Waterville Cellular Products Ltd., the petitioner, was established 
in 1977 by the purchase of the B.F. Goodrich rubber products plant located in 
Waterville, Quebec, after its closure had been announced by the B.F. Goodrich 
Donpany) -or oOnLo, Uso. hs The purchase was effected by a group of former 
employees of B.F. Goodrich. 


Shite 


The company produces a number of different rubber products such as 
underlays for carpeting and moulding for automobiles. The Waterville plant at 
present employs some 400 people. The petitioner is the major employer in that 
area. It also owns and operates a plant in St. Jerome, Quebec, acquired under 
Similar cireumstances:. 


In 1980, the petitioner, in order to diversify output, invested in 
special equipment for the manufacture of bicycle tubes. Production of these 
goods commenced in February, 1981. The petitioner is eurrently the sole 
Canadian manufacturer of bicycle tubes. Using a one-shift system of 
operations, it has the capability of producing 1.625 million tubes per annum, 
covering the full range of commercial sizes. 


INTERVENTIONS 


Following the established inquiry process, the Board made public the 
receipt of the. petition. ~As\-a. result, the petition’ attracted two interven— 
tions. Wally-Hayes (Canada) Ltd., a “commissioned agent" and importer, sub- 
mitted. a confidential brief to the Board, as well as a non-confidential 
summary of it, in opposition to the petition. The intervenant stated that, in 
its view, the removal -of the GPT on amports’ of Korean bicycle tubes wouldsin 
all likelihood merely cause a replacement of Korean tubes by imports from 
Taiwan. That country is not a beneficiary under the GPT scheme and its im- 
ports are subject to MFN rates of duty. 


Despite the higher MFN rate, Taiwanese f.o0.b. prices for bicycle 
tubes, according to the intervenant, are lower than comparable Korean prices. 
A removal of the preferential duty from Korean imports, the intervenant 
further argued, would thus enhance still more the price-attractiveness of 
Taiwanese bicycle tubes. Demand would likely shift to low cost imports from 
Taiwan when relative prices of Korean bicycle tubes increase after the removal 
of the GPT. As a result, Waterville Cellular would not gain any additional 
sales. The intervenant contended that Korean prices could not be lowered -- 
at least at present -- to offset the change in the tariff rate which the 
removal of the GPT would effect. No evidence was brought before the Board as 
to why imports from Taiwan have not increased their share of the market under 
existing favourable price differentials. On “the? face) of 10,7 though, 1 cewould 
appear that Taiwan supplies the U.S. market while Korea has penetrated the 
Canadian market. 


The Board also received; from ~The Korea “rade Center in Montrealira 
non-confidential brief on behalf of Korean manufacturers of bicycle tubes, 
which was likewise directed against the petition. The brief asserted that GPT 
benefits are necessary in order to assist developing countries such as Korea 
in their technological and industrial development, the main reason for the 
scheme. It should be noted, though, that the Korean output of bicycle tubes 
is much larger than that’ of the petitioner and “is “specifically oriented 
towards export markets. 


eae 


Interventions received by the Board entered the public record, sub- 
ject to provisions respecting confidentiality. 


ANALYSIS 


Imports from all countries of inner bicycle tubes of rubber for the 
replacement market, entering Canada under CITC 625-25-21 and tariff item 
61815-1, have amounted on average to 1.6 million tubes per year during the 
tasi~y five years. (3) Although there are yearly fluctuations, «on average, 
elose to 50 per cent of the volume of such imports have originated in the 
recent past from Korea. 


Imports have supplied the entire Canadian replacement market for 
breyelte tubes during the last eight to nine years, until the petitioner's 
product became available in 1981. The volume of the replacement market, as 
shown by imports, has been relatively stable in the recent past. 


Marketing of bicycle tubes for the replacement market is very 
seasonal. HKetail sales, at outlets such as Canadian Tire Corporation, occur 
mostly during the spring and summer. Deliveries must be made, therefore, 
during March and April from orders placed with importers (or the domestic 
producer) during the preceding fall. This planning, ordering and delivery 
schedule requires that the suppliers' marketing efforts must commence some 
nine months ahead of retail sales, and that production must be under way, or 
inventories available, at least three to four months prior to deliveries in 
March or April. 


The petitioner did not commence marketing efforts at the time 
required to enter the market in 1981. Production of tubes by the petitioner 
did. mot start “until’ February of that year. Moreover, start-up problems 
prevented deliveries in commercial quantities until mid-1981. Effective 
market penetration was further hampered by the petitioner's pricing policies. 
The price list published by Waterville Cellular in April, 1981, when market 
entry was attempted, quoted prices nearly 12 per cent higher than those for 
competing Korean products in almost all categories of bicycle tubes offered by 
the petitioner. 


As a result of all these factors, Waterville Cellular did not reach 
its planned level of output. Employment in tube manufacturing was well below 
the anticipated level of fifteen workers. Inventories were well above normal, 
in fact so much so that the production line was closed down for part of 1981. 
The expected break-even point was not realized, and the petitioner experienced 
anLoss) On ats firsteseason's operations. 


(3) Further import data disclosure is limited by the Statistics Act. 


ns Gia 


However, the petitioner took corrective action for the 1982 selling 
season. Production problems were largely resolved. Inventories were ample to 
support the sales effort for 1982. A more aggressive marketing strategy was 
developed and implemented. In addition, the petitioner reduced its prices for 
bicycle tubes by about 14 per cent in order to be competitive with those of 
the Korean product. At these reduced prices, however, production and sales 
require significant market penetration to break even or be profitable. 


The price competitiveness of the petitioner with the Korean product 
will in all likelihood hold for the 1982 season as orders and prices have been 
firmed for some time now. The petitioner's concern, therefore, was with the 
possibility of price retaliation by the Korean producer in 1983 and there- 
after, ‘and “the@ /threat ~ofPernjury -“which’” this=qwouldy pose ors Wes, =vube 
manufacturing operation. In view of the differences in unit values, f.o.b. 
point of shipment, between bicycle tubes of similar quality imported from 
Korea for the original equipment market and those for the replacement market, 
it appears that the higher prices for the replacement market, having allowed 
for higher packaging costs associated with that market, provide considerable 
potential for price adjustment by Korean producers. This threat becomes even 
more real considering that sales of bicycle tubes to Canada are but a small 
proportion of total Korean bicycle tube sales, thus making it easier for 
Korean producers to absorb a price adjustment on exports to Canada. ihe 
petitioner contended that withdrawal of the GPT would significantly reduce the 
extent to which the Korean producers could lower their prices, and would 
provide relief in assisting the petitioner to realize a volume of output which 
would be viable in the long run. 


CONCLUSIONS AND RECOMMENDATION 


Based on the evidence before it, the Board concludes that the 
problems encountered by the petitioner in 1981 with respect to inner bicycle 
tubes of rubber are attributable primarily to production and marketing diffi- 
culties experienced by the petitioner, Waterville Cellular Products Ltd., and 
not to imports from Korea under the General Preferential Tariff. 


The Board further concludes, now that the petitioner's initial 
production and marketing problems have been overcome, that there is a real 
threat of injury to Canadian production from a lowering of prices by Korean 
suppliers. In view of the narrow margins involved “in ‘the ‘production “of 
bicycle tubes, it is the opinion of the Board that the withdrawal of the GPT 
margin of preference of 5.3 percentage points would provide significant relief 
to the petitioner, especially during the development stage of this new 
industry when the petitioner is striving to reach a volume of production and 
sales necessary to long-run viability, in that it would extend its capability 
to meet this perceived threat of lower import prices. Should the establish- 
ment of production of bicycle tubes on a viable basis not be achieved within 
the two-year period stipulated by Waterville Cellular Products Ltd., at the 
public hearing, the withdrawal of the GPT should be allowed to lapse. 


a 


Therefore, it is recommended that the GPT benefits be withdrawn from 
inner bicycle tubes of rubber imported from the Republic of Korea under tariff 
item 61815-1 for a two-year period. 


hn A. MacDonald 


Chairman 
4 
Se ae 
G. Deachman Gere GOVAN, O.G. 
First Vice-Chairman Second Vice-Chairman 


"A.C. Kilbank K.C. Martin 
Member Member 
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Jean P. Bertrand R.K. Matthie 
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Ottawa 
March 24, 1982 
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APPENDIX A 


Attendance List 


eee 
Reference 158 
safeguard Petition No. 7 
Public Hearing in Sherbrooke, Quebec 
on January 11, 1982 
commencing at 10:00 a.m. 


ATTENDANCE LIST 


For the Tariff Board 


Mere Jean P. Bertrand Hearing Officer 

Mr. R.C. Lefebvre Assistant Secretary to the Tariff 
Board 

Peeve. FOSthumus Director, Inquiry Operations 

Deere. Polianski Project Leader, Reference 158 

Dewees. GlAaros Case Economist 


For the Petitioner 


Me. RoL. Calder Vice-President & General Manager 
Mr. 1.sG. Markey Vice-President - Marketing & Sales 
MeweG. ocauriol Controller 

Meee sts Noble Purchasing Manager 

Mrs, G. Bruun Traffic Supervisor 

Mr. J. Aubin Sales Representative 


For the Intervenants 


Korea Trade Center, Montreal 


Me. MoK. Chung Director 
Mie te Manti Economic Analyst 


Wally-Hayes (Canada) Ltd. 


Mr. MoAs Daly President 
Mrs. M.E. Daly Vice-President 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION 
BY GREAT LAKES SPORTING GOODS LIMITED 
- SAFEGUARD PETITION NO. 8 - 


INTRODUCTION 


This report of the Tariff Board is made pursuant to Reference 158 
relating to the General Preferential Tariff (GPT) and concerns the petition 
for safeguard action by Great Lakes Sporting Goods Limited, Windsor, Ontario, 
with respect to imports of fishing rods under tariff item 44034-1 from the 
Republic of Korea, a GPT country. The petitioner has alleged that these 
importations have caused and are threatening to cause injury to its fishing 
rod production facilities at Windsor, Ontario, and has petitioned the Board 
for withdrawal of the GPT from such imports for two years. 


The Board's terms of reference for the hearing of this petition are 
outlined in the letter of July 24, 1980, from the Minister of Finance, which 
states in part: 


"TI direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act to conduct an inquiry into any submis- 
sion it receives from a Canadian producer to the effect 
that the producer has suffered or may suffer injury as the 
result of the General Preferential Tariff, where the Board 
is satisfied that there is a prima facie case of injury. 


If the Board should decide to proceed with an inquiry 
I would not expect it to recommend safeguard action unless 
it were fully satisfied that there is actual injury to 
Canadian producers or an actual threat thereof due to 
imports at the reduced rates of duty under the GPT. I 
would expect the Board to take into account those economic 
factors generally recognized as relevant to a determination 
of injury such as those contained in the GATT Anti-dumping 
Code and the Code on Subsidies and Countervailing Duties. 
The Board should, in its inquiry, also attempt to establish 
whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the 
Canadian producer or producers." 


The GATT definitions, referred to by the Minister, which serve as the 
framework for the inquiry, are as follows: "The term ‘injury' shall, unless 
otherwise specified, be taken to mean ... injury to a domestic industry, 


ae 


threat of ... injury to ary domestic  andustry “or oo. srevardation or stne 
establishment of such an industry ..." 1 , and the factors involved are 
those used in standard economic analyses, such as production, employment and 
sales. 


THE PROCESS OF INQUIRY AND THE PUBLIC HEARING 


The petitioner, Great Lakes Sporting Goods Limited (Great Lakes) 
informed the Board in January, 1982, of its intention to petition for safe- 
guard action. When the assembly of the required statistical and other 
information was completed, Great Lakes formally presented its petition in 
April, 1982. The Board reviewed the submission and determined on May 25, 
1982, that a prima facie case of injury existed and ordered a full) public 
inquiry to commence. 


This information was published in the Canada Gazette of June 5, 1982, 
together with a notice that a public hearing of the petition would be held on 
August 9, 1982, in Windsor, Ontario. The Board also sent notices of the 
public hearing to GPT countries concerned, to importers and to other parties 
interested in the petition and its’ outcome. As a result of these 
notifications, several formal interventions, described later, were made. 


The public hearing was duly held on the appointed day. An attendance 
list appears in Appendix A. Transcripts of the proceedings at the public 
hearing are available at cost from the transcription service. 


THE GOODS AT ISSUE 
The petition covers sportsmen's fishing rods as described in CITC 


832-84-30, entering under tariff item 44034-1. The details of this tariff 
item are as follows: 


British Most- General 
Prefer- Favoured- Prefer- 
Tariff ential Nation General ential U.K. and 
Item Description Tari ce Tariff Taratf Taeiid: Ireland 
4034-1 Trawls, trawling spoons, 
fly hooks, hooks, sin- 
kers, swivels, bait, 
sportsmen's fishing 
reels, fishing rods, 
and fishing tackle, 
1c. OreiD eiitaue! olecakteebeleterane tokele 
As of 1/1/82 Free LA. Cape C. ee 30 ap.Camerres LOS2ep ace 
Asvof Mayor Free 10.29p.e8 20 Die. Vikree 10%26p.Ce 


(7) Agreement _on Interpretation and Application of Articles VI, XVI and “XXTiL 


of the General Agreement on Tariffs and Trade, Geneva, l2th April, 1979, 
Part I, Article 2, paragraph 1 and footnote. 
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The petition concerns only sportsmen's fishing rods coming in under 
this tariff item, and not the other goods also entering under this item. 


The differential between the GPT and MFN rates of duty, i.e., the 
margin of preference which the petitioner requests be withdrawn, amounts 
currently to 14.8 percentage points. By 1987, this margin of preference will 
diminish to 10.2 percentage points, reflecting the gradual MFN tariff reduc- 
tions agreed upon at the Tokyo Round of Multilateral Trade Negotiations. 


Pashing srods Ware smanulactured “from ‘solid -or “hollow, “glass fibre 
reinforced, rod blanks. These blanks are painted, then guides are added and 
wrapped with thread in attractive designs. Handles are moulded and attached 
to pchie srods. Cork is cut to the right size and slipped over the handle. 
Handles may then be drilled to fit various reel clips. 


THE PETITIONER 


Great Lakes Sporting Goods Limited has been in operation in Windsor, 
Ontario, since its incorporation in 1947. The company produces a complete 
Pinemol lishing reds, other than "telescopic" rods, at its Windsor, Ontario, 
plant. The company's rod blanks are imported largely from the U.S.A., duty 
free, under the end-use tariff item 93907-7. 


The plant's capacity to produce both solid and tubular fishing rods 
approximates half a million rods per year. The company employs 17 people ona 
permanent basis and an additional 15-20 temporary employees during the winter 
peak production season. 


INTERVENTIONS 


Following the established inquiry process, the Board made public the 
receipt of the petition. As a result, the petition attracted six interven- 
tions’. Four of these were counter-petitions, while two were in direct or 
indirect support of the petition. 


The main points made by the four counter-petitioners were as follows: 

(ay) There would be little or no increase in business for Great Lakes, 
because the price differential between Korean and Taiwanese rods and 
Great Lakes' rods was so great that the imposition of a 14.8 p.c. MFN 
rate of duty on Korean rods alone would not be enough to make Great 
Lakes more competitive. In addition, there would be no significant 
relief for Great Lakes as a result of withdrawing the GPT on fishing 
rods from Korea, because such withdrawal would not affect the MFN rate 
of duty on imports of rods from Taiwan. 

(ii) Even without withdrawal of the GPT, Korean rods entering duty free were 
already losing their market share to imports of rods from Taiwan. 
Therefore, the removal of the GPT on imports of fishing rods from Korea 
would in all likelihood cause a further replacement of Korean rods by 
imports from Taiwan, which are price competitive, thus again offering 
little cainwto Canadian producers. 

(iii) Canadian-produced tubular rods were already largely uncompetitive in 
price and in quality with imports from Korea and Taiwan. 
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In sum, therefore, "We cannot see where the increase in duty would help the 
Canadian rod assemblers. It would only drive the large purchasers to import 
more rods from Taiwan". 


Sports Mitchell Canada Inc., an importer of fishing rods, argued that 
there should be no "discrimination" in tariff treatment between countries, 
i.e., that Korea should face the same MFN tariff rates as Taiwan, with GPT 
withdrawn. 


Major Rod Manufacturing supported Great Lakes' petition for the with- 
drawal of the GPT on fishing rods imported from Korea. The company pointed 
out that some of its largest accounts had shifted much of their tubular 
fishing rod purchases to Korea in recent years. As a result, Major Rod's 
sales had dropped and its employment had fallen sharply. Major Rod had only 
been able to survive by manufacturing solid glass rods until 1982, when it 
started making new types of tubular rods. GPT withdrawal could help Major Rod 
expand its capacity, and the company might then achieve the volume necessary 
for producing its own rod blanks to enjoy the benefits of an integrated 
production process. 


ANALYSIS‘2)? 


Total imports of fishing rods tripled from 304,488 rods in 1972 to 
935,729 rods in 1981. Importations from Korea and Taiwan accounted for all of 
the increase, significantly displacing imports from Japan and the United 
States during this period. Shipments from Korea grew from 14,816 rods in 1972 
to 318,446 rods in 1981. The share of total imports held by Korea advanced as 
a result from 4.9 per cent in 1972 to 34.0 per cent in 1981. Taiwan's share 
rose even more rapidly, from 4.4 per cent of total imports in 1972 to 46.2 per 
cent in 1981. In contrast, the share supplied by Japan fell from 52.5 to 7.2 
per cent, and that by the United States declined from 35.6 to 11.0 per cent. 


Between 1974 and 1981, imports from Korea expanded more rapidly, in 
percentage terms, than imports from Taiwan, a non-GPT country. Prior to 1974, 
in contrast, Taiwan's imports grew more rapidly. Apparently the introduction 
of the GPT in 1974 stimulated the growth of Korean imports. 


The Canadian market for fishing rods increased in volume by some 63.1 
per cent between 1972 and 1981. As would be expected from the earlier data, 
imports from Korea and Taiwan expanded much more rapidly than the total 
Canadian market, thus displacing not only other imports, but Canadian pro- 
duction as well. Imports as a percentage of the Canadian market nearly 
doubled between 1972 and 1981, to account for well over three-quarters of the 
market in 1981. Taiwan claimed more than one-third of the Canadian market by 
1981, while Korea accounted for a slightly smaller share. Meanwhile, Canadian 
producers! share of the domestic market over this period decreased from more 
than one-half to less than one-fifth. 


(1) Non-Confidential Submission by Direct Factory Sales Limited to the Tariff 
Board, June 28, 1982, page 2. 


(2) Due to confidentiality only import data can be released here. 
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As a result of the increase in import penetration the largest 
domestic producer, Algonquin Fishing Tackle, ceased production. Moreover, one 
of the two remaining producers -- Major Rod -- experienced a severe erosion of 
its market position and a drastic drop in output. Instead of making rods this 
firm began to import them. 


The petitioner, however, over this period more than doubled its 
Overall volume of output and sales and substantially increased its share of 
the market. Employment meanwhile rose by 25 percent. Moreover, although a 
comparison between 1979, an exceptional year, and 1980, indicates a 
substantial drop in profits and the presence of considerable competitive 
pressure on prices, profitability expressed as a percentage of dollar sales 
was about the same in 1980 as in the mid-seventies. 


Notwithstanding the overall growth in output and sales the petitioner 
lost ground in the domestic market for its tubular rods, largely as a result 
of import competition from Korea. However, tubular rods, in number, did not, 
at any time, exceed 15 per cent of the petitioner's total output of fishing 
rods. The petitioner has, evidently, compensated for the decline in tubular 
rod sales with higher production and sales of solid fishing rods. Major Rod 
also is currently producing primarily solid rods. From evidence submitted to 
the Board, competition for solid rods, although in part coming from Korean 
suppliers, originates primarily with Taiwanese manufacturers. 


Competitive pressure on prices is in evidence for both the tubular 
and the solid rods. For example, prices of select Great Lakes tubular rods 
exceed prices of comparable imported rods by about 40 per cent and more. 
Korean and Canadian prices for solid rods also differ substantially and by 
more than the 14.8 percent margin of preference available to Korean sup- 
pliers under the GPT. In addition, Taiwan, not a beneficiary of the GPT, is 
already price competitive with Korean fishing rods, with the GPT at Free. 


The price competitiveness of Korean rods is based upon. several 
factors, in addition to preferential entry. Their labour cost component is 
much lower. While Canadian manufacturers import blanks, Korean manufacturers 
Procuce their own, thus’ benefiting from cost savings due to an integrated 
production’ process. In addition, Korean producers enjoy economies of large 
scale production. The largest Korean plant produces 2.4 million units 
annually, a volume far above the capacity or output of the Canadian petitioner. 


CONCLUSIONS AND RECOMMENDATION 


In conelusion the Board finds that the Canadian fishing rod manufac- 
turing industry has been injured as a result of import competition. While the 
domestic market grew substantially, the output of the Canadian industry 
dropped sharply. One manufacturer, the largest, has ceased production, and 
the output of the other producer, other than the petitioner, has dropped 
drastically ee te iseevident that this injury is attributable ‘to GPT imports 
from Korea, albeit in part only. Suppliers from Taiwan, a non-GPT country, 
were even more successful in expanding their share of the Canadian market. 
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With respect to the petitioner, however, the Board finds for the 
period under review little evidence of actual injury. Overall, the firm 
expanded its position in the domestic market, increased production and em- 
ployment, and maintained its level of pre-tax profits as a percentage of sales 
of fishing rods. At the same time, the evidence before the Board indicates 
that the petitioner is threatened with injury. In view of the export capacity 
existing in both Korea and Taiwan, and of the cost advantage enjoyed by 
suppliers in these two countries, the Board concludes that imports, which have 
already injured other domestic producers, are likely to cause injury to the 
petitioner as well. 


However, with respect to the effectiveness of the withdrawal sought 
by the petitioner, the Board concludes that such action is unlikely to provide 
significant relief to the petitioner. Present price differentials between the 
Korean and domestic fishing rods are so great that a withdrawal of the 14.8 
p.c. margin of preference would still leave a substantial advantage to Korean 
Suppliers. Above all, though, the requested safeguard action would effect a 
relative improvement in the competitive position of imports from Taiwan, a 
non-GPT country, which are posing an even greater threat to the petitioner 
than imports from Korea. 


The Board, therefore, recommends that the request by Great Lakes 
Sporting Goods Limited to withdraw the GPT rate with respect to imports of 
fishing rods from the Republic of Korea under tariff item 44034-1 be not 
granted. 


a Pe 


G. Deachman 
First Vice-Chairman Second Vice-Chairman 


keC.- Martin 
Member Member 
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Jean P. Bertrand R.K. Matthie 
Member Member 


Ottawa 
November 3, 1982 
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GOODYEAR CANADA INC., AND TRENT 
RUBBER SERVICES (1978) LIMITED 


— SAFEGUARD PETITION NO. 10 — 
REVIEW AND RECOMMENDATIONS 


The Board, having considered the report of its 
Hearing Officer, Mr. R.K. Matthie, and other 
material evidence with respect to this petition, 
submits its conclusions and recommendations 
in this report, pursuant to the reference by 
the Minister of Finance. 


© Minister of Supply and Services Canada 1984 
Available in Canada through 


Authorized Bookstore Agents 
and other bookstores 


or by mail from 


Canadian Government Publishing Centre 
Supply and Services Canada 
Ottawa, Canada KIA 0S9 


Catalogue No. FT4-158/SP-10 Canada: $2.95 
ISBN 0-660-52827-4 Other Countries: $3.55 


Price subject to change without notice 


THE TARIFF BOARD 


CHAIRMAN 
John A. MacDonald 


FIRST VICE-CHAIRMAN 
Jean P. Bertrand 


SECOND VICE-CHAIRMAN 
G.J. Gorman, Q.C. 


MEMBERS 

A.C. Kilbank 
K.C. Martin 

R.K. Matthie 
C.N. Beauchamp 


HEARING OFFICER FOR THIS INQUIRY 
R.K. Matthie 


EXECUTIVE DIRECTOR, REFERENCE BRANCH 
W.L. Posthumus 


ECONOMISTS FOR THIS INQUIRY 
Dr. A.N. Polianski, Assistant Director 


J.W. Millman, Inquiry Manager 


Ottawa 
K1A 0G7 


TABLE OF CONTENTS 


PN PRODUC WLO Nivea cavers aaate a al'c olelele's sls alesis set's sas <slelela it’s c sie ses sie « A 
THE PROCESS OF INQUIRY AND THE PUBLIC HEARING .cccccccccccce 2 
PHBA GOODS ATOTSSUE s'eiss cies 6.4/0 6 lale sina) ae eins 0.0 00:0 e's es tiaieje 0 6 see 5) 
AE PETE TONERS cists 6 0's selec «010 6/0 6.0 0 6 4i6is\u 6 4.6.0 09 619.6 6.0.80 60 'sis 0 6.60 4 
ENTE RVEN TE LONG is cc1ec oe oleic e501 sis c= ales eine a cibie (siecle © 0 010 06:9 6 410.6.0 0100 xf 
IMPORTS OF INNER TUBES .ccccccccccccccccccccccccccccccccccce 8 
TOTAL AND NON-GPT IMPORTS cccccccccccccccccccccccccccccccces ] 
GET LMP ORT S iersieia « a:eie oe. 6 eieie'e 9 04 9010) 0i¢ 0/6 0 6f8 900 oie se esis'c cee 6 s0e 9 
MARKETING, PRICES AND THE IMPACT OF KOREAN IMPORTS ......ee- dea 


THE DOMESTIC MARKET, CANADIAN DOMESTIC SALES AND IMPORT 
COMPETITION eeeeeseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeoeeenee ee @ We 


SUMMARY OF EVIDENCE e@oceoeoeeeceoeoeoeneeeeoeaeeeeeeeeeere eee ee eeee2e208 80 15 
THE BOARD'S CONCLUSIONS AND RECOMMENDATIONS .cccecccccececes ae) 
APPENDIX A THE MINISTER'S LETTER OF REFERENCE ..cceceseeees 23 


APPENDIX B ATTENDANCE LIST cocccccccccccccccccccccccccccces 29 


=e 


a > 


ee ths! 
oT oun ute ; 
«ee 

radi reste ers 

oa vet hich pea 

yet kaned? ©) Uae ei 


— axe apne "yoo ole 17 
+4549 he teive 


- - Vee Hie ees 
pre. 
jaws isatea 


ade 


po (ee an may 


REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION 
BY FIRESTONE CANADA INC., GOODYEAR CANADA INC., 
AND TRENT RUBBER SERVICES (1978) LIMITED 
- SAFEGUARD PETITION NO. 10 - 


The Board, having before it the report of its Hearing Officer and the 
results of the related staff's inquiries, reports as follows. 


INTRODUCTION 


This report of the Tariff Board is made pursuant to Reference 158 
relating to the General Preferential Tariff (GPT), and concerns the petition 
for safeguard action by Firestone Canada Ine., Hamilton, Ontario, Goodyear 
Canada Inc., Islington, Ontario, and Trent Rubber Services (1978) Limited, 
Lindsay, Ontario, with respect to imports of pneumatic inner tubes for use in 
highway, industrial, agricultural and off-highway service, under tariff item 
61815-1, from the Republic of Korea. The petitioners have submitted that 
these importations have risen rapidly and damaged their tube producing 
operations through the volume of imports and price competition, and have 
petitioned the Board for a withdrawal of the preferential benefit from such 


imports. 


The Board's terms of reference for the hearing of this petition are 
outlined in the letter of July 24, 1980, from the Minister of Finance, which 


states in part: 


"T direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act to conduct an inquiry into any submis- 
sion it receives from a Canadian producer to the effect 
that the producer has suffered or may suffer injury as the 
result of the General Preferential Tariff, where the Board 
is satisfied that there is a prima facie case of injury. 


If the Board should decide to proceed with an inquiry 
I would not expect it to recommend safeguard action unless 
it were fully satisfied that there is actual injury to 
Canadian producers or an actual threat thereof due to 
imports at the reduced rates of duty under the GPT. Ni 
would expect the Board to take into account those economic 


enone 


factors generally recognized as relevant to a determination 
of injury such as those contained in the GATT Anti-dumping 
Code and the Code on Subsidies and Countervailing Duties. 
The Board should, in its inquiry, also attempt to establish 
whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the 
Canadian producer or producers." 


See Appendix A for the full text of the Minister's letter. 


The GATT definitions, referred to by the Minister, which serve as the 
framework for the inquiry, are as follows: "The term ‘injury' shall, unless 
otherwise specified, be taken to mean ... injury to a domestic industry, 
threat-of .4. injury to a domestic” industry or. retardation of the, esrap— 


n (1) 


lishment of «such am tindustry. 3. . and the factors involved, such as 


production, employment and sales, are those used in standard economic analyses. 
THE PROCESS OF INQUIRY AND THE PUBLIC HEARING 


The petitioners, Firestone Canada Inc., (Firestone), Goodyear Canada 
Ine., (Goodyear), and Trent Rubber Services (1978) Limited, (Trent), initially 
contacted the Board's staff in early 1982 concerning a prospective petition 
for safeguard action against imports of pneumatic inner tubes from the 
Republic of Korea (Korea). Subsequently, a petition was received in 
September, 1982 from The Rubber Association of Canada (TRAC) on behalf of 
Firestone, Goodyear, and Trent. Throughout 1982, however, the petition was 
held in abeyance pending dumping investigations pursuant to the Anti-dumping 
Act. The Anti-dumping Tribunal ruled on the issue of dumping on April a2l, 
1983. With that process completed, the petition was re-submitted on March 1, 
1984. The Board reviewed the submission and determined on March 26, 1984, 
that a prima ofacte tcase* or tagury sxietedee and ordered a full public 


enquiry to commence. 


(1) Agreement on Interpretation and Application of Articles VI, XVI and XXIII 


of the General “Agreement on Tariffs and) Trade, (Geneva) etheApms oy, 
Part I, Article 2, paragraph 1 and footnote. 


(2) On this date the six months' period commenced within which the Board must 
submit its report to the Minister of Finance. 


ag25- 


This prima facie finding was published in the Canada Gazette of April 
7, 1984, together with a notice that a public hearing of the petition would be 
held on June 13, 1984, in Ottawa, Ontario. The Board also sent notices of the 
public hearing to the GPT country involved, Korea in the present instance, and 
to importers and other parties interested in the petition and its outcome. As 
a result of these notifications, formal interventions as described later 


reached the Board in due course. 

The public hearing was duly held on the appointed day. A list of 
those in attendance appears in Appendix B. A transcript of the proceedings of 
the public hearing is available at cost from the transcription service. 


THE GOODS AT ISSUE 


The petition covers inner tubes of rubber as described in CITC 


625-29, entering under tariff item 61815-1. The tariff item details are given 


below. 

British Most- General 

Prefer-—- Favoured- Prefer- 
Tariff Description ential Nation General ential U.K. and 
Item of Goods tarita Tariff Tariff aed teks Ireland 


61815-1 Tires and tubes, 
wholly or in 
part of rubber 
RS Ofel /L/oiee tee. t2.9 pee wlasoup sc. aoap.c. § Ooh Decw 12.0- pie. 
NSeOts he / Sienna else UD se. aOseeD s Ce Soe DicCrs OD (Oacee 10. ce DAC 
The petition concerns essentially all tubes properly classified under 
Phas etariff Vitem, ~witharthe “exception® of “bicycle: tubes. Tires are also 
excluded. Tubes, such as those for aircraft, motorcycles, farm implements and 
agricultural machinery, and tractors when such tractors are for farm use only, 
are covered by other tariff items not pertinent to the petition. Furthermore, 
the petition covers tubes imported from Korea for both the original equipment 


and replacement markets. 


Pies 


The differential between the GPT and MFN rates of duty, the margin of 
preference which the petitioner requests be withdrawn, amounts currently to 
4.4 percentage points. By 1987, this margin of preference will diminish to 
3.7 percentage points, reflecting the gradual MFN tariff reductions agreed 


upon at the Tokyo Round of Multilateral Trade Negotiations. 


The GPT rate in question is determined by a formula which states that 
the GPT shall be equal to the BP rate, or to two-thirds of the MFN rate after 
downward adjustments for decimals, whichever is the lesser. Hence, aS men- 
tioned above, the GPT rate will be reduced as the MFN rate declines as 
scheduled. The GPT is not subject to negotiations being a _ unilateral 
extension by Canada of preferential rates of duty to selected less developed 
countries. The GPT was introduced in 1974 for a ten-year period, and has 


recently been extended for another ten years until 1994. 


THE PETITIONERS 


There are three petitioners, Firestone Canada Inc., Goodyear Canada 
Ine., and Trent Rubber Services (1978) Limited, whose briefs were submitted on 


their behalf to the Board by The Rubber Association of Canada. 


The Rubber Association of Canada was formed in 1920 and, today, 
located in Mississauga, Ontario, comprises 16 members’ producing rubber 
products including all eight Canadian manufacturers of tires and/or tubes. In 
addition, there are 25 affiliate members, and four representatives of foreign 


tire manufacturers. 


Firestone» Canada. Inc..,, sHamiltonws Ontario,, sis) a. subsidiarvesa. 
Firestone Tire & Rubber Co., Akron, Ohio, U.S.A. Production of inner tubes 
was discontinued in Hamilton in 1983, and the product is now imported from the 
United States. Firestone was an active producer when the petition was 
originally submitted, and so was included in the petition when it was called 
forth after the completion of the anti-dumping inquiry. The company continues 


to support the petition for safeguard action. 


AGS 


Goodyear, “Canada "winc.’, ~Islington, Ontario, ~a’ “subsidiary “of ~The 
Goodyear Tire & Rubber Co., Akron, Ohio, U.S.A., was incorporated in Canada in 


1927. Inner tubes are produced at a plant located in Toronto, Ontario. 


Trent Rubber Services (1978) Limited, a private, Canadian-owned 
company, is situated in Lindsay, Ontario. Production of the subject goods 
commenced in 1970 and, today, the firm is the major domestic manufacturer of 
inner tubes for the Canadian market. In recent years, a small, but 


increasing, portion of output has been exported. 


The two remaining companies, Goodyear and Trent, now form the tube 


manufacturing industry in Canada. 


During the public hearing, it was asserted by the petitioners -- in 
particular by Trent -- that profit margins have been narrowed in recent years 
due to a downward pressure exerted on prices, coupled with a _ substantial 
increase in raw material costs. In the words of Mr. David Hay, President of 
Trent: "I attribute it (the effect on prices) entirely to the South Korean 


dumped price, which has been proven, and they (Korean prices) have not changed 
a nickel in a year, despite another increase in raw materials worldwide. So, 
our prices, in effect, are down over a four year period when they should have 
been up. Our profit margin on the tubes in question here is essentially zero 
and the granting of this petition would be a very significant improvement to 


(iy) 


us. And we are pretty well dependent on tubes alone". 


In addition, Trent contended that it is the sizes of tubes marketed 
in large volume, which are also the most price sensitive, that have been the 
particular target of Korean imports. The tubes handled in large volume are 
the smaller, lighter types. As Mr. Hay expressed it: "... the heavier the 
tube is in terms of its weight, the less likely the (Korean suppliers) are to 


be low-priced because the labour content versus the material content changes 
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considerably in heavier tubes". On the large volume, lighter tubes, 
the average return on sales over the past four years has declined in the order 
of "... 5-7 per cent ..." while on some (low volume) sizes the return may have 
risen’ by” “.2%, =i or 2 “per “cent 2.3), occording. Coe ii = iay ce pubi 


(2) 


testimony. 


On the subject of the marginal increase in the rate of duty which 
would result if the GPT was withdrawn, Mr. Hay stated that the additional duty 
of "... 4 to 5 per cent ..." “would ‘brings ther firm strom anpociy ion ft saanoo 
essentially no profit to ... a profit level that would allow us at least to 


(3) 


sustain and continue to make progress on productivity gains". It was 
conceded that perhaps the Korean exporters would absorb the additional duty 
cost but this was not considered a likely occurence. In the words of Mr. Hay, 
",.. they (the Korean suppliers), too, are not making any money on this 


(4) 


product at the present time". 


Goodyear, for whom the production of tubes is an important adjunct to 
their main manufacturing operations, wasS in agreement at the hearing with the 
arguments advanced by Trent. As Mr. Spalding, Goodyear's spokesman, put it: 
",... the pricing structure that we have been forced to work under (as a result 
of Korean imports) has caused certain hardships on ourselves and certainly 
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affected "our profit evel 9..." 


Firestone transferred in July, 1983, its production of tubes from 
Canada to its parent plant in the U.S. This was in line with the company's 
policy on plant rationalization as activities im Canada were adversely 
affected by prevailing economic conditions, to which rising imports from Korea 


contributed. That is, while in operation in Canada, Firestone was subject to 


Ci) Transeripu, p<. 40. 
C2 )=Transeripey Dello. 
(3)eTranscriptye peso « 
CO Transcripy, pelo. 
(5) Transcript, p. 81. 


Eo 


the same adverse impact through pricing of Korean imports as the two remaining 


(1) 


Canadian manufacturers of tubes, Goodyear and Trent. Firestone continues 


to support the petition as attested by its participation in the inquiry. 


INTERVENTIONS 


Following the established inquiry process, the Board made public the 
receipt of the petition. As a result, the petition attracted interventions 
from the Automotive Parts Manufacturers' Association of Canada (APMA), the 
Korea Tire Industrial Association and Korean tire tube manufacturers (the 
Korean brief), and Canada Tire Company. APMA, located in Toronto, Ontario, 
supported the petition for safeguard action, describing Korea's automotive 
industry as being "... in a very advanced state of efficiency and modernity, 
not only in the automotive parts sector including tire tubes but in the 
vehicle sector as well ..." Accordingly, the APMA "... strongly recommended 
that action be taken ..." to withdraw the benefit of the GPT from Korea on 


tire tubes imported under tariff item 61815-1. ‘2? 


The crux of the opposition to the safeguard petition is found in the 
the Korean brief. The brief was submitted by Mr. David A. Gantz, a 
Washington, D.C., attorney, who also acted as counsel at the public hearing. 
The Korean brief, which was directed primarily towards Trent, relied to a 
considerable extent on the proceedings before the Anti-dumping Tribunal in 
early 1983 at which time the Tribunal ruled that, notwithstanding a prelim- 
inary finding by the Department of National Revenue, Customs and Excise, of 
dumping of tire tubes from Korea, the dumping was not causing material injury 
to the production in Canada of like goods. The Korean brief concluded that 
the domestic industry, today, is still not being injured by tube imports from 
Korea. Nor would the removal of the lower GPT rate of duty provide signi- 
fiecant relief from any injury, if such injury was found to have occurred or 


was likely to occur. 


CIR transcrroG pape eo. Sl .: 5p. 
(2) APMA, Public Brief. 
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Canada Tire Company, Montreal, Quebec, an independent tire dealer 
selling both imported and domestic tubes, also opposed the petition for 


safeguard action. 


IMPORTS OF INNER TUBES 


Total imports comprise shipments entering under the GPT, i.e., those 
from Korea, and tubes imported from other countries under the MFN and BP 
tariffs. Imports were broken down for present purposes into tubes for tires 
for passenger cars, for truck and bus tires, “and for tires for construction 
machinery. Tubes for farm machinery and farm tractor tires, and for motor- 
cycle and for airplane tires, are excluded because they are not covered by the 


petition, or are classified under tariff items other than 61815-1. 


GPT import data were obtained for the period under review, i.ée., 
1981, 1982, 1983 and the first quarter of 1984, by a search of the actual 
import documentation by the Board. Import documentation was examined for 
imports under commodity class 625-29-90, "Tubes, inner, nes", for the purpose 
of determining non-GPT imports. This information was then further augmented 
by data published by Statistics Canada. AS a result GPT and non-GPT imports 


of inner tubes by type were determined as follows: 


625-29-20 - Tubes, inner, passenger automobile tire 
625-29-30 - Tubes, inner, truck & bus tire 
625-29-70 - Tubes, inner, construction machinery tire 
Such documentation is not publicly available for analysis. Published 
data, used in non-confidential briefs submitted to the Board, do not reflect 
the details with which the Board augmented, in its inquiry, information other- 
wise open to perusal. The differences, however, do not affect the main tenor 


of the analysis. 
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Production, sales and similar data submitted in confidence to the 
Board by the petitioners cannot be segregated without breaching 
confidentiality. Thus, this information cannot be presented here. AS) sa 
result, the discussion which follows was cast in qualitative rather than 


quantitative terms. 


TOTAL AND NON-GPT IMPORTS 


A total of 783,156 inner tubes were imported into Canada in 1981. 
The following year, these imports fell to 652,690 units to rise, however, to 
eoeme4ON units in - 1983). Non-GPT imports under the BP and MFN tariffs 
represented the main portion of Canadian imports of tubes from all sources in 
1981 and in 1983, having dropped to account for about three-quarters of 


foreign shipments in 1982. 


During the first three months of 1984, the volume of total imports of 
relevant inner tubes climbed by 107.6 per cent compared with imports during 
the same period in 1983. Non-GPT imports in the January-March period of 1984 
were up 87.9 per cent over the corresponding period in the previous year. 
Non-GPT sources, accounted for the main portion of total tube imports during 


that period. 


Shipments from non-GPT countries include imports by Canadian 
producers of sizes not made by them in Canada, and also goods destined to 
(1) 


supplement domestic production to meet customer demand, as well as direct 


use by the Canadian subsidiaries of multinational tire manufacturers. 


GPT IMPORTS 


Only Korea has so far exported inner tubes to Canada under the GPT. 
Such imports were negligible prior to 1980. In. 198h.. imports, from that 


country achieved a manifold increase, and rose by a further 76.6 per cent 


(iL) Transcript, pp. 26-29. 
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in 1982. During the course of 1983, the volume of Korean tubes imported into 
Canada declined from the previous year's total by 35.5 per cent to 98,017. In 
that year, the dumping investigation by the Anti-dumping Tribunal was in 


progress and a temporary surtax was in place as a result. 


For the first quarter of 1984, however, imports from Korea of the 
tubes at issue rose to 70,340 units. While this total was 362.7 per cent 
higher than for the first three months of 1983, the low year, it was 11,821 
units less than the total imported during the January-March period in 1982, 
the peak year for imports from Korea, but about four-and-a-half times the 


average for the first quarter for 1981 and 1983. 


Data on GPT imports by type of inner tube reveal that tubes for 
passenger car tires accounted for the bulk of the total number of Korean tube 
shipments to Canada in 1981, and that tubes for trucks and buses made up most 
of the remaining imports from Korea. The number of tubes for tires for 
construction machinery and equipment accounted for less than one per cent of 
total Korean shipments to Canada in that year. By 1983, however, Korean 
shipments of tubes for trucks and buses had risen more than two-and-a-half 
fold, and were more than twice the volume of tubes for passenger cars imported 
from Korea in that year, accounting for over two-thirds of such imports. 
Shipments of both passenger car and construction machinery tubes, here termed 
industrial, were in 1983 well below their 1981 levels. This predominance of 
tubes for truck and bus tires in imports from Korea appears to have continued 
into 1984. It should be noted that the growth in Korean shipments to Canada 
of truck and bus tubes was largely attributable to the small and medium sizes, 


i.e., those less than 22 inches. 


GPT tube imports grew more rapidly than imports of tubes from all 
sources until 1982, when they accounted for 23.2 per cent. In 1983, when 
total imports increased due to the termination of tube manufacturing in Canada 
by Firestone, and when imports from Korea dropped, the latter's share 
diminished to 10.9 per cent. During the first three months of 1984, however, 
the volume supplied by Korean exporters, as a proportion of all imports, rose 


to 16.0 per cent. That share was less than the level of 27.8 per cent reached 
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during the first quarter of the peak year of 1982. However, the proportion 
attained by shipments of tubes from Korea was about double the level for the 


first quarter of 1981 and 1983. 


The share of imports from Korea as a percentage of total Canadian 
tube imports has risen most for the truck and bus category. By 1983, such 
tubes of Korean origin accounted for the major portion of comparable imports 
from all countries. Shipments of passenger car and of industrial tubes 
slipped somewhat in importance by that year in comparison with 1981. However, 
in the rapidly expanding imports for the first quarter of 1984, passenger car 


as well as tubes for industrial uses regained some of the ground lost earlier. 


MARKETING, PRICES AND THE IMPACT OF KOREAN IMPORTS 


Firestone and Goodyear sell tires as well as tubes. Goodyear sells 
those of its own production which are supplemented by imports from its U.S. 
parent as the market situation demands. Firestone, after ceasing production 
in Canada, sells only tubes imported from its U.S. parent. The two U.S. 
subsidiaries market their tubes almost exclusively through their nationwide 
network of tire outlets which handle their brand of tubes only. However, 
their tubes are also offered to independent dealers who carry other brands as 


well, including imports. 


In contrast, while Trent manufactures and markets tubes, the company 
does not possess a tied-in brand distributing network but relies on marketing 
through private brand tire dealers, national retailing chains, wholesaling 
companies, and service stations. Wholesalers, e.g., Pilote Marketing, service 
independent dealers with Trent tubes but also handle tubes from other 
manufacturers as well as imports. Imports, particularly from Korea, compete 
at the level of those dealers who are not tied into the distribution network 


of producers, in effect the non-brand market. 


The competition turns predominantly on prices. Quality differentials 


er) 


appear to play a lesser role, although they are alleged to exist. 


(1) Transcript, pp. 32-41. 


Slee 


Korean invoice import prices have not changed much between 1981 and 
1983, as the Board's analysis of confidential import documents’ shows. In 
contrast, as world raw material costs advanced rapidly, Canadian producers had 
to raise their wholesale prices because production costs increased. Even 
after mark-downs, however, a significant disadvantage remained vis-a-vis 
Korean imports, given that Korean prices have remained relatively stable. 
Confidential information also indicates that average unit production costs of 
Canadian producers rose faster than average wholesale prices after mark-downs, 
so that average returns per tube to Canadian manufacturers declined. Profits 
were reduced to a low by 1983, though some improvement is expected for 1984 


and 1985. In the case of Trent, exports contribute in part to that outlook. 


THE DOMESTIC MARKET, CANADIAN DOMESTIC SALES AND IMPORT COMPETITION 


Ge) 


The Canadian market for inner tubes of the types under review 
declined by 27.5 per cent in 1983 from the comparable total for 1981. This 
reduction reflects such factors as the long-term trend away from the use of 
tubes with the advent and the increasing use of tubeless tires, and the recent 
economic recession. These factors have affected both the original equipment 
and the replacement markets for pneumatic inner tubes. 


Ce) 


Sales in the domestic market of tubes produced in Canada by 
Canadian manufacturers of inner tubes have decreased by 43.6 per cent between 
1981 and 1983, or at a rate approximately one-and- a-half times as rapid as 
that by which the domestic market was reduced during those years. Imports 


from Korea advanced rapidly during the period under analysis while the market 


(1) Estimated from data available to the Board, consisting of production net 
of exports and imports. Inventories are not taken into account, as 
production in the present instance is mainly against orders. 

(2) Sales in the domestic market, in the absence of inventories, equal here to 
production by Canadian manufacturers of tubes, less exports. 
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declined. In volume terms, however, they only accounted on average for 4.7 
per cent of the total market between 1981 and 1983, and were equivalent to 7.0 
per cent of Canadian production for the domestic market. Non-GPT imports 
contribute most to the overall penetration of the Canadian market by supplies 
from abroad because of their volume. As mentioned earlier, however, a portion 
of such imports consists of tubes of sizes which are not made domestically 
and/or tubes sourced abroad to supplement domestic production to meet consumer 


demand, brought into Canada by Canadian subsidiaries of multinational firms. 


As a result of increased imports, the share of the Canadian market 
held by domestic producers dropped from 72.0 per cent in 1981 to 56.0 per cent 
by 1983. The rising imports added to the adverse impact of the declining 
market and contributed to reductions in domestic output, employment, 
investment and the rate of capacity utilization by the industry. 
Profitability was adversely affected, particularly by attempts at matching low 


Korean prices in the face of rising production costs. 


Sales in Canada of domestically produced truck and bus tubes, the 
largest segment of the domestic market for inner tubes, declined by 58.4 per 
cent, while the Canadian market for truck and bus tubes was reduced by 32.4 
per cent. The more pronounced decline in sales from domestic production is 
attributable to increased imports. Shipments of such tubes from Korea rose 
approximately four-fold in 1982. Although they were subsequently cut back, 
the volume retained in 1983 was still 186.3 per cent above the total brought 
into Canada from Korea in 1981. In contrast, non-GPT imports weakened in 
1982, but resumed growth by 1983 when the volume of truck and bus tubes 
brought in from non-GPT countries rose to a level 51.7 per cent higher than in 


1981. 


As a result of increased imports, the share held by Canadian 
producers in the market for truck and bus tubes was reduced from 79.0 per cent 
in 1981 to 49.8 per cent by 1983. Korean imports have shown the greatest 
penetration, as well as the most pronounced increase in penetration, as 


compared with other segments of the domestic market. 
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In the case of passenger car tubes, the next largest volume segment 
of the market, sales in the domestic market of tubes from Canadian production 
was affected least of all. They declined by 19.3 per cent, approximately the 
same as the reduction of 21.3 per cent the market for such tubes had 
experienced, during those years. Shipments from Korea of such tubes were 
reduced by 1983 to a level 50.1 per cent lower than in 1981. Non-GPT 
shipments, also continuing along a downward trend, dropped by 22.0 per cent 
between 1981 and 1983. As a result, the share held by domestic manufacturers 
remained about the same, going from 63.6 per cent to 65.9 per cent between 


1981 and 1983. 


The volume of sales in the Canadian market declined most, by 76.1 per 
cent, for industrial tubes. The drop-off between 1981 and 1983 only in part 
reflects a weakening in the market, which was reduced by 16.0 per cent. 
Non-GPT imports, which increased during that period by 44.3 per cent, contri- 
buted most to the observed decline in the domestic production for such tubes, 
because of their volume. The number of industrial tubes entering Canada from 
Korea is small. While they increased approximately six-fold in 1982, such 
imports fell in the following year. Overall import penetration has reduced 
the share of industrial tubes supplied by Canadian producers from 49.7 per 


cent in 1981 to 14.2 per cent by 1983. 


Preliminary data for January-March, 1984, indicate that, following 
the termination of the anti-dumping inquiry, imports from Korea rose by 362.7 
per cent from the level for the first quarter of 1983. This increase is less 
than the advance experienced during the comparable period of 1982, but repre- 
sents a growth of four-and-a-half times the average for comparable periods in 
1981 and 1983. The biggest expansion occurred in the volume of shipments of 
truck and bus and industrial tubes, although passenger car tubes also gained 


by 175.4 per cent. 


A far less pronounced increase took place in non-GPT shipments, 


concentrated in the truck and bus and passenger car tubes categories. 
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SUMMARY OF EVIDENCE 


The goods in question are pneumatic inner tubes entering under tariff 
item 61815-1, and imported for both the original equipment and replacement 
markets. They exclude tubes for farm implements and agricultural machinery, 


and for tractors for use on farms. Tires are also excluded. 


The MFNetariff rate, which stood as of January 1, 1984 at 12.9 p.c., 
is scheduled to decline to 10.2 p.c., by the same date in 1987, as an outcome 
of the MTN. The related, formula-determined GPT rate will move in parallel 
Gromac.5)p.c., tov6.5.\p.c., ‘respectively. The difference between the two 
rates currently amounts to 4.4 percentage points. It will be reduced to 3.7 


points by January 1, 1987. 


By the time the petition was brought forward following the 
anti-dumping inquiry, Firestone, one of the original petitioners, had ceased 
producing tubes in Canada as a result of internal rationalization to which 
imports from Korea contributed. The firm's Canadian requirements’ are 
currently imported from its U.S. parent. Although no longer a Canadian 
producer, Firestone supports the petition. Goodyear and Trent, a Canadian 
company, thus form at present the domestic pneumatic inner tube manufacturing 
industry, supplying Canadian requirements, including those of the Department 


of National Defence. Trent has recently started to export. 


Goodyear distributes its domestically produced tubes, as supplemented 
by imports from its parent company, through a national network of dealers. 
Trent uses a wholesale distributor, Pilote Marketing, and relies on private 
brand dealers, national retailing chains, wholesaling companies and service 
stations to distribute its tubes. With the brand-tied distributing network, 
and so the market it supplies, closed to both Trent and imports from Korea, 
Trent and Korea compete in that segment of the market which is supplied by 
independent dealers, wholesalers and retailing importers. Thus, the main 


impact from Korea is felt by Trent. 
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The petition was supported by the Automotive Parts Manufacturers! 
Association of Canada. The Association asserted that Korea's industry is so 


well advanced as not to require additional preferential treatment. 


Canada Tire Company, an independent tire dealer handling both 
imported and domestic tubes, and the Korea Tire Industrial Association and 
Korean tire tube manufacturers opposed the petition. The main reason for 
their opposition was that the Canadian industry is adversely affected by 
factors other than GPT imports and that the volume of imports from Korea, 
small in relation to the total market, cannot be held to have injured Canadian 


producers. 


The volume of sales in the domestic market from Canadian production 
of pneumatic inner tubes destined for the domestic market has declined by 44.7 
per cent between 1981 and 1983. Exports and inventories were excluded from 
this analysis. The decline was greater than the reduction of 27.5 per cent in 


the domestic market. 


As a result of weak demand and import competition, Canadian producers 
lost a portion of their share of the market. In” total, (the. proportion 
supplied domestically dropped from 72.0 per cent in 1981 to 56.0 per cent by 
1983. The reduction waS most pronounced in the largest segment of the 
market -- truck and bus tubes, where Korean imports are significant -- and in 
the market for industrial tubes. In contrast, the share held by Canadian 
producers of the passenger car tube market showed an improvement. The volume 
of shipments of such tubes from Korea exhibited the most decline between 1981 


and 1983. 


The reduction in manufacturing activity by the Canadian tube industry 
led to a lowering of employment, of capital investment and profitability. 


Also as a result, the industry has operated at under-capacity. 
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The most pronounced impact on sales in the Canadian market from 
domestic output occurred in industrial tubes, followed by truck and bus 


tubes. Passenger car tubes were less affected. 


As the total market declined, imports from Korea advanced rapidly. 
From negligible levels prior to 1980, such shipments rose at a peak in 1982 to 
account for 23.2 per cent of imports of tubes from all countries, and 6.5 per 
cent of the domestic market and, after a slowing down in 1983, the year in 


which an anti-dumping inquiry was in progress, are rising again in 1984. 


Preliminary indications for January-March, 1984, i.e., following the 
completion of the anti-dumping inquiry, show that imports from Korea advanced 
by 362.7 per cent, less than in the peak year of 1982 on year-to-year basis, 
but representing an increase of four-and-a-half times from the average for the 
comparable periods in 1981 and 1983. The biggest growth occurred in the 
volume of shipments of truck and bus and industrial tubes, although passenger 
car tubes also showed a gain. The rise of imports in Korea was far more pro- 
nounced than an increase in the imports during the first quarter of 1984 from 
non-GPT countries, which were concentrated in the truck and bus and passenger 


car tubes categories. 


The most pronounced expansion occurred in shipments from Korea of 
truck and bus tubes, the largest segment of the domestic market. In other 


segments, the impact was less pronounced. 


Korean import prices have remained relatively stable during the 
period under analysis, while domestic producers had to raise their prices in 
the wake of substantial increases in raw material and other costs. The 
increase in prices fell short of the rate of gain in production costs. 
Selling prices were discounted in an attempt to meet, at least in part, Korean 


prices. Profitability was adversely affected as a result. 
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Evidence showed that Trent and the imports from Korea compete for the 
same market supplied by independent dealers. Trent has suffered a loss of a 
part of its share of that market as well as price suppression induced by low 
priced Korean imports. In contrast, shipments from non-GPT countries in large 
part are destined for subsidiaries of multinational tire and tube manu- 
facturers operating in Canada, distributed through tied-in dealerships. This 
latter market, historically, has not been available generally to other 
suppliers, domestic or foreign. However, this market, supplied by Firestone 
and Goodyear, was also adversely affected by price suppression resulting from 


entry into Canada of low-priced Korean imports. 


THE BOARD'S CONCLUSIONS AND RECOMMENDATIONS 


Based on the evidence before it, the Board is satisfied that the 
three petitioners have suffered and will suffer further from price suppression 
resulting from imports of inner tubes for tires from the Republic of Korea. 
Although Firestone Canada Inc., and Goodyear Canada Inc., have also been 
injured by loss of market share attributable to importations from the Republic 
of Korea under the GPT, such imports are particularly injurious to Trent 
Rubber Services (1978) Limited, because inner. tubes are its main product. 
This company is, furthermore, also more susceptible to imports from the 
Republic of Korea because it must obtain the majority of its sales in the 
non-brand market, the prime focus of Korean imports. 


The Board concludes that the petitioners have suffered injury, that 
there is a link between that injury and imports at the General Preferential 
Tariff rate from the Republic of Korea, and that a withdrawal of the rate 
would provide significant relief. 


Accordingly, the Board recommends that the General Preferential 
Tariff on inner tubes subject to the petition, which enter Canada under CITC 
625-29 and tariff item 61815-1, be withdrawn with respect to all countries 
accorded GPT treatment, for three years commencing immediately, subject to a 
review on expiry should such a review be requested by interested parties. 


Respectfully, 


Jean P. Bertrand 
First Vice-Chairman Second Vice-Chairman 


KeGe Martin 


A.C. Kilbank 
Member Member 


K. Relineve es 


R.K. Matthie C.N. Beauchamp 
Member Member 
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THE MINISTER'S LETTER OF REFERENCE 
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July 24, 1980 


Mr. John A. MacDonald 
Chairman 

Tariff Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


I am writing to ask the Tariff Board to study and report under 
section 4(2) of the Tariff Board Act on a number of matters relating to the 
General Preferential Tariff (GPT). 


The Canadian GPT was implemented in 1974 as part of an international 
system of tariff preferences designed to assist developing countries to expand 
their exports of manufactures and semi-manufactures to developed country 
markets. The preferential rate on industrial products covered by the Canadian 
scheme is established by legislation at two-thirds of the Most-Favoured-Nation 
(MFN) rate of duty or the British Preferential (BP) rate, whichever is lower. 
Specific preferences have also been established for selected agricultural 
products. Most textile products, leather footwear and certain electron tubes 
and parts were excluded from the coverage of the GPT by Order in Council under 
the safeguard clause because of the particular sensitivity of Canadian produc- 
tion in these sectors to import competition. 


Since it came into effect in 1974, the GPT has been the subject of 
numerous and often conflicting representations. On the one hand, developing 
countries seeking to improve their competitive position vis-a-vis developed 
countries in the Canadian market have requested that preferences under the GPT 
be improved and also that the product coverage of the scheme be expanded. 
Most recently developing countries have expressed concern that the lowering of 
MFN tariff rates as a result of the multilateral trade negotiations (MTN) will 
yield smaller margins of preference for developing countries under the GPT 
than at present. They are seeking further improvements to the Canadian scheme 
so that their relative competitive position in the Canadian market will be 
enhanced or, at least, maintained. 


On the other hand certain Canadian producers have expressed dis- 
satisfaction and concern over the granting of preferential access to the 
Canadian market for developing countries. They argue that for many products 
these countries no longer need preferential access to compete in the Canadian 
market and that Canadian production and employment may be threatened by these 
preferences. Canadian producers have also alleged that the current safeguard 
provisions under the GPT are inadequate and do not allow for prompt considera- 
tion and open review of petitions for withdrawal or suspension of preferences. 
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In response to these latter representations and in order to be ina 
position to consider improvements to the GPT, the government will be intro- 
ducing legislation to change the safeguard provisions of the GPT legislation. 
These changes will be designed primarily to facilitate the review of petitions 
from Canadian industry for withdrawal or suspension of the GPT preference on 
particular products from either one or all GPT beneficiaries. The proposed 
changes would include a provision to allow Canadian producers to petition the 
Tariff Board directly to determine whether imports at GPT rates are causing or 
threatening to cause them injury and, in the case of a positive finding, to 
recommend appropriate safeguard action to the government. Authority for the 
Governor in Council to establish tariff rate quotas, on the recommendation of 
the Tariff Board, as an alternative to outright exclusion of products from the 
GPT, would also be provided for in the amended GPT legislation. (Under a 
tariff rate quota the MFN tariff rate would be automatically restored when 
imports at the preferential rate reach a predetermined level). These changes 
should, if implemented, reassure Canadian producers that their requests for 
safeguard action will be given prompt consideration under procedures which 
allow for extensive input by, and consultation with, Canadian industry. At 
the same time, developing countries or their representatives would have the 
opportunity to make representations to the Board on any petition for safeguard 
action. 


I recognize, however, that legislation will take time and that 
Canadian producers have an immediate concern. I would therefore like to meet 
that concern as far as possible within the context of existing legislation. 
Accordingly, I direct the Tariff Board pursuant to section 4(2) of the Tariff 
Board Act to conduct an inquiry into any submission it receives from a 
Canadian producer to the effect that the producer has suffered or may suffer 
injury as the result of the General Preferential Tariff, where the Board is 
satisfied that there is a prima facie case of injury. If the Board should 
decide to proceed with an inquiry I would not expect it to recommend safeguard 
action unless it were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the reduced rates of 
duty under the GPT. I would expect the Board to take into account those 
economic factors generally recognized as relevant to a determination of injury 
such as those contained in the GATT Anti-dumping Code and the Code on Sub- 
sidies and Countervailing Duties. Tne” Board yshould, “in? its inguiryis also 
attempt to establish whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the Canadian producer or 
producers. The Board shall report is findings to me within six months of 
commencing its inquiry together with its recommendations as to whether in the 
particular instance the General Preferential Tariff should be withdrawn in 
whole or inw part. If as the inquiry proceeds the Board is satisfied that 
there is a situation requiring urgent action, it shall make an interim report 
and recommendation prior to its final report and recommendation. In addition 
to the views of Canadian producers the Board should, in carrying out the 
inquiry, invite and take into account the views of the exporting beneficiary 
country or countries, exporting firms or representatives thereof as well as 
Canadian importers and consumers. 
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Given the reassurances that will be provided Canadian producers upon 
implementation of the proposed changes to the safeguard provisions, and 
bearing in mind the results of the MTN, the government also considers it 
timely and appropriate to review what changes or improvements to the GPT 
scheme may be possible to deal with the concerns of developing countries noted 
above. I would not want to propose such changes or improvements, however, 
unless it were determined that Canadian interests would not be adversely 
affected. I, therefore, direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act, to review and report on the expected impact on Canadian 
production of including in the GPT those products covered by the tariff items 
listed in Group I of Annexes A and B to this letter, and the expected impact 
on Canadian production if the preferential rate under the GPT were established 
at Free for those products covered by the tariff items listed in Group II of 
Annexes A and B. I would also ask the Board to include in its report 
recommendations, based on its findings, as to whether any of the products 
covered by the tariff items in Group I should be included in the GPT and if so 
at what rates, and whether any of the products covered by the items in Group 
II should be allowed duty-free entry under the GPT. 


If the Board should conclude that the inclusion in the GPT of some of 
the goods which are now excluded would be facilitated by the establishment of 
tariff rate quotas for those products, I would ask the Board also to make 
recommendations regarding the levels of such quotas. With regard to the GPT 
rates which the Board might recommend for products which are now excluded from 
the GPT, but for which the GPT rate formula would apply if they were included 
in the GPT, I would ask the Board to consider only two options: duty-free 
entry or the formula rate (i.e. the MFN rate minus one-third or the BP rate if 
it is lower). 


I would ask that the Tariff Board report not later than nine months 
from the date of this letter on the tariff items listed in Annex A. The 
Board's report on the items listed in Annex B should be submitted within one 
year of its report on the items listed in Annex A. 


Yours sincerely, 


Allan J. MacEachen 
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ATTENDANCE AT PUBLIC HEARING HELD ON JUNE 13, 1984, OTTAWA 


Organization Representative(s) 
Automotive Parts Manufacturers! Association 

of Canada, The M.B. Bursey 
Canadian Tire Company J. Granatstein 
Clarkson, Tetrault Micheal Flavell 
Firestone Canada Inc. JeJ. Kenesky 
Goodyear Canada Inc. D.B. Spalding 
Hankook Tire Mfg. Co. Ltd. C.K. shim 
Korea, Embassy of DeOe son in 
Korea Tire Industrial Association Kiet oe oli. 
Kumho Canada Inc. Soo W. Park 
Oppenheimer Wolff Foster Shepard David A. Gantz 


and Donnelly, representing: 
Hankookslire Mire. Co. Lid. 

Sam Yang Tire Inc. 

Wuonpong 

Dong Ah Tire Industry Co. Ltd. 
HelungeAn. lire, Ines. Co. Ltd. 
Korea Co. Ltd. 


Pilote Marketing Inc. D.J. Conley 
Rubber Association of Canada, The J.D. Moore 
Torchfire Canada Inc. Ivan Song 
Trent Rubber Services (1978) Limited D.W. Hay 


C.J. Mumford 
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REFERENCE 158 
RELATING TO THE GENERAL PREFERENTIAL TARIFF 


PETITION FOR SAFEGUARD ACTION BY 
MOBIL CHEMICAL CANADA, LTD., FILMS DIVISION 
- SAFEGUARD PETITION NO. ll - 


The Board, having before it the report of its Hearing Officer and the 
results of the related staff's inquiries, reports as follows. 


INTRODUCTION 


This report of the Tariff Board is made pursuant to Reference 158 
relating to the General Preferential Tariff (GPT), and concerns the petition 
for safeguard action by Mobil Chemical Canada, Ltd., Films Division, 
Belleville, Ontario, with respect to imports of biaxially oriented poly- 
propylene film, from countries entitled to the benefits of the lower duty 
under the GPT. The petitioner has submitted that these importations have 
injured its production and sales of biaxially oriented polypropylene film with 
the rapid rise in their volume and their pressure on prices, and has peti- 


tioned the Board for a withdrawal of the preferential tariff for such imports. 


The Board's terms of reference for the hearing of this petition are 


outlined in the letter of July 24, 1980, from the then Minister of Finance, 
(1) 


which states in part: 


"I direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act to conduct an inquiry into any submis- 
sion it receives from a Canadian producer to the effect that 
the producer has suffered or may suffer injury as the result 
of the General Preferential Tariff, where the Board is 
satisfied that there is a prima facie case of injury. 


If the Board should decide to proceed with an inquiry I 
would not expect it to recommend safeguard action unless it 
were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the 
reduced rates of duty under the GPT. I would expect the 
Board to take into account those economic factors generally 
recognized as relevant to a determination of injury such as 


(1) See Appendix A for the full text of the Minister's letter. 


oe 


those contained in the GATT Anti-dumping Code and the Code 
on Subsidies and Countervailing Duties. The Board should, 
in its inquiry, also attempt to establish whether withdrawal 
of the GPT on the product or products concerned would in 
fact provide significant relief to the Canadian producer or 
producers." 


Although the General Preferential Tariff, being a unilateral arrange- 
ment, lies outside the purview of the General Agreement on Tariffs and Trade, 
the Board's consideration of injury is expected by the Minister "to take into 
account those economic factors generally recognized as relevant to a deter- 
mination of injury such as those contained in the GATT Anti-dumping Code and 
the Code on Subsidies and Countervailing Dar res tes such factors include; 
"actual and potential decline in output, sales, market share, profits, 
productivity, return on investments, or utilization of capacity: factors 
affecting domestic prices; actual and potential negative effects on cash flow, 
inventories, employment, wages, growth, ability to raise capital or investment 
and, in the case of agriculture, whether there has been an increased burden on 
government support pee emnes a The Code specify that this list “is = net 
exhaustive, nor can one or several of these factors necessarily give decisive 
guidance". In further elaboration of the Board's mandate, the Minister 
informed the Board that he "would not expect it to recommend safeguard action 
unless it were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the reduced rates of 
duty under the GPT" and that: "The Board should, in its inquiry, also attempt 
to establish whether withdrawal of the GPT on the product or _ products 


concerned would in fact provide significant relief to the Canadian producer or 


producers". 


(1) Letter of reference dated July 24, 1980, to the Chairman of the Tariff 
Board requesting the Board, pursuant to section 4(2) of the Tariff Board 
Act, to conduct an inquiry into a number of matters relating to the 
General Preferential Tariff. 


(2) GATT Code on Subsidies and Countervailing Duties: Agreement on Inter- 
pretation and Application of Articles VI, XVI and XXIII of “the General 
Agreement _on Tariffs and Trade (Geneva, 1979), p. 15; also Revised GATT 
Anti-dumping Code: Agreement on Implementation of Article VI of the 
General Agreement on Tariffs and Trade (Geneva, LOT) aD eo. 
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Assuming that the Board is able to satisfy itself fully on the matter 
of injury, it must then determine the most appropriate course of safeguard 
action to recommend. The Board may recommend, as a permanent or temporary 
measure, the withdrawal of GPT benefits in relation to the products of one or 
all of the beneficiary countries. Such a recommendation may encompass not 
only products identical to those for which protection has been sought, but 
other similar and directly-competitive goods as well. In the event that the 
total withdrawal of GPT benefits is recommended, the relevant goods would then 
become dutiable at current BP or MFN rates, as applicable. In the case of a 
partial withdrawal of benefits, the Board might suggest a GPT rate above that 
currently in effect but below that currently applicable under the BP and MFN 
Tariffs. A further possibility is the imposition of a tariff rate quota in 
respect of imports from one or more countries entitled to the benefits of the 
General Preferential Tariff. In that event, imports up to a pre-determined 
level would be admitted in any period of twelve consecutive months at the 


existing GPT rate; subsequently, BP and MFN tariff rates would apply. 


Temporary safeguard actions imply the probable need for a review 
process at some future stage. In anticipation of this requirement, the 
Minister of State for Finance wrote to the Chairman of the Tariff Board on 
February 10, 1984, asking the Board, pursuant to section 4(2) of the Tariff 
Board Act "to collect any relevant information relating to a safeguard measure 
under the GPT while it is in effect". At the same time, the Board was 
instructed "to receive and review petitions which may be made by interested 
parties relating to the future status of the measure and to report to the 


(1) 


government on these petitions". Guidelines developed by the Board 
require that such petitions be received not later than six months prior to the 
due date of the Board's report. The Board is required to submit its report to 
the Minister at least 60 days prior to the scheduled expiration of the 
safeguard action. If no petition is received by the Board, the safeguard 


measure is allowed to lapse on its scheduled expiry date. 


(1) In a subsequent letter, dated May 30, 1985, these instructions were 
further clarified with particular reference to safeguard measures 
pertaining to rubber footwear and colour television receiving sets. 


ae ee 


THE PROCESS OF INQUIRY AND THE PUBLIC HEARING 


The petitioner, Mobil “Chemical Canada,  Ltd.; “Films” Division, 
submitted a petition for safeguard action against imports of biaxially 
oriented polypropylene film in May, 1985. The Board reviewed the submission 
and Bre tiee on’ “June” 13), 1985," that ia prima sfacie case; sof. sinjury 

nf 


existed and ordered a full public inquiry to commence. 


This prima facie finding was published in the Canada Gazette of June 
29, 1985, together with a notice that a public hearing of the petition would 
be held on September 4, 1985, in Ottawa, Ontario. The Board also sent notices 
of the public hearing to GPT countries, and to importers and other parties 
interested in the petition and its outcome. As a result of these notifica- 


tions, further submissions, as described later, reached the Board. 


The public hearing was duly held on the appointed day. A list of 
those in attendance appears in Appendix B. A transcript of the proceedings of 


the public hearing is available at cost from the transcription service. 


THE GOODS AT ISSUE 


The petition concerns biaxially oriented polypropylene film (here- 
after referred to as BOPP film), as covered by CITC 424-53-20, "Polypropylene 
film .01 inch or less thick". A second CIIC, viz., 424-53-30, refers to 
"Polypropylene sheet over .01 inch thick". However, the petitioner has 
pesvariea that CITC 424-53-20 alone covers the product with which they 
are concerned, although, as shown later, the analysis included imports 


classified to the second CITC as well. 


The goods under review enter under tariff item 93902-84 of the 
chemicals and plastics provisions of Schedule "A" of the Customs Tariff. The 


heading preceding the particular tariff item of concern is given below: 


(1) On this date the six months' period commenced within which the Board must 
submit its report to the Minister of Finance. 


(2) Transcript pp. 10-11. 
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93902 - Polymerisation and copolymerisation products (for example, 
polyethylene, polytetrahaloethylenes, polyisobutylene, polystyrene, 
polyvinyl chloride, polyvinyl acetate, polyvinyl chloroacetate and 
other polyvinyl derivatives, polyacrylic and polymethacrylic 
derivatives, coumarone-indene resins): 


(g) Plates, sheets, film, sheeting, strip; lay-flat or other tubing, 
blocks, bars, rods, sticks, non-textile monofilament and other 
profile shapes imported in lengths, all produced in uniform 
cross-section: 


The tariff item at issue, 93902-84, is detailed below. 


British Most General 
Prefer- Favoured- Prefer- 
Tariff ential Nation General ential USK. ard 
Item Description Tagire Tariff Taunt Laried Ireland 
93902-84 Polypropylene 
type USD Os ely. 51 p.Cean corp Cc. O.5e D.C. LIzSep.es 


The petition covers all types of BOPP film properly classified under 
this item and to CITC 424-53-20, i.e., biaxially oriented polypropylene film 
sOLtmsors» Less) thick. However, goods classifiable to CITC 424-53-30, or 
polypropylene sheet over .01" thick, also enter under tariff item 93902-84, 
and have done so in small quantities during the period under review. More- 
over, according to industry sources, there is no firm demarcation line between 
fiidm eande sheet". eiherefore, BOPP film classified for statistical purposes 
under CITC 424-53-30 which entered under tariff item 93902-84 has been 
included in this study as well, although the main commodity class of concern 


is 425-53-20. 


In the domestic industry, the thickness of the film is expressed in 
either thousandths of an inch and referred to as "mils", or by gauge. How- 
ever, the general practice, according to the etitiones’ x aS Lo? refer. to 
thickness in terms of a "mil" which is equivalent to .001 inch (one thousandth 
of an inch). At the same time, 1 mil can be referred to as "100 gauge". 
Thus, e.g., 70 gauge film is equivalent to .7 mil, the latter being the usual 


descriptive term. 


(1) Transcript p. 12. 
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BOPP film has steadily replaced cellophane as the product of choice 
in packaging and wrapping, and in industrial uses such as tapes, its advantage 
being that it is a more flexible packaging product with extensive moisture 
barrier characteristics. It is also replacing glassine, paper and similar 


flexible packaging materials. 


The product comes in uncoated and coated form. The uncoated variety 
is used, for example, in the industrial non-packaging market. When coated, it 
provides an additional barrier to oxygen penetration and is thus more moisture 
sensitive, resulting in a longer shelf life of goods so packaged. Other uses 
include overwrap for cigarette packs and cartons, pressure sensitive tape for 
carton-sealing, as well as in other non-packaging industrial markets, in both 


coated and uncoated forms. 


The differential between the GPT and MFN rates of duty, the margin of 
preference which the petitioner requests be withdrawn, amounts currently to 
5.0 percentage points. By 1987, this margin of preference will diminish to 
4.5 percentage points, reflecting the gradual MFN tariff reductions agreed 


upon at the Tokyo Round of Multilateral Trade Negotiations. 


The GPT rate in question is determined by a formula which provides 
that the GPT shall be equal to the BP rate, or to two-thirds of the MFN rate, 
whichever is the tease Therefore, as the MFN rate declines as 
scheduled the GPT rate will be reduced as well. The GPT is not subject to 
negotiation, being a unilateral extention by Canada of preferential rates of 
duty to selected less developed countries. The system was introduced in 1974 


for a ten-year period, and has now been extended until 1994. 
THE PETITIONER 


Mobil Chemical Canada Ltd., Films Division, (Mobil), a subsidiary of 
Mobil International Finance Corporation, New York, New York, U.S.A., commenced 
its BOPP film operations in Canada in 1981 at a plant located in Belleville, 


Ontario. 


(1) The Customs Tariff, section 3.1(2)(a) and (b). 


Ta 


In 1984, the plant was expanded, at a cost of $8 million, by adding a 
state-of-the-art facility to produce coated BOPP film. The coating applied at 
the new plant is acrylic, e.g., polyvinylidiene chloride (PVDC), which adds a 
further oxygen/moisture barrier and additional machining properties to the 


finished product. 


Mobil uses what is described as the "tenter frame" or "flat sheet" 
process of manufacture. This process reduces the film to required thickness 
by stretching the basic film over a series of rollers, after which it is 
stretched in the transverse direction in a tenter frame. Hence the descrip- 


tion "biaxially oriented". 


A second process -- not employed by Mobil -- is referred to as the 
"tubular" or “blown"™ process. This is discussed below in the paragraphs 
covering the operations of Canada's only other producer of BOPP film, Hercules 


Canada Inc, (Hercules). 


The Mobil plant was established almost exclusively to serve the needs 
of the Canadian market. Not all types or kinds of BOPP film, however, are 
produced at Belleville. A substantial quantity is imported from the parent 
firm in the United States for which volume does not justify domestic produc- 
tion. In addition, when the lead time is insufficient to fill an order from 


the Canadian plant, on occasion, supplies may be imported also from Mobil U.S. 


The brief submitted by Mobil claims that the recent sharp increase in 
imports of BOPP film, originating in the Republic of Korea (Korea) and the 
Philippines, have grown in the last year much more rapidly than the Canadian 
market for such film. The results, it is submitted, have been: (a), price 
Suppression, whereby "low cost" imports inhibit warranted price increases to a 
level that would counteract rising production costs; and; (b), price erosion, 
a situation in which prices have been forced down by import competition below 
a level at which they would have otherwise been. The Mobil brief states: 


"This price erosion is entirely attributable to the incursion of low-priced 


Oe 


GPT (primarily Korean) imports in significant volumes ..., and the severe 
price competition that has resulted in the Canadian market as the imports have 


(1) 


succeeded in taking market share." 


According to the Mobil brief, the adverse effect on pricing has been 
felt in two areas of particular concern, which are: (a) "... the flexible 
packaging segment of the market, which has traditionally generated higher 


(2) 


margins than the tape and industrial markets"; and; (b), the erosion sor 
the traditional premium that coated BOPP film products command which, 
considering the recent investment of $8 million in coating facilities, could 
impact severely on financial results. The effect on domestic pricing first 


came to the company's attention in late 1984. 


In addition, Mobil said that the increased GPT import volume impacts 


adversely on production in Canada because it "... represents business which 


(3) 


would otherwise have gone to domestic producers", as opposed to an 


increase in imports from non-GPT countries which" ... have established 


traditional markets in Canada, of essentially a captive nature" ew! On 


the other hand, the "... increase in BOPP imports which is attributable to GPT 
importers has been destined for that part of the market in which the two 


(5) 


domestic producers of BOPP actively compete". The reference to "captive 
markets" for non-GPT imports is in the context of shipments to subsidiaries in 
Canada for further processing (e.g., from the United Kingdom, Italy and, in 
the case of the United States, to the two Canadian manufacturers); or of 
specialty films from Japan for a small, select market for such finished 


products. 


(1), Mobtlebrief, sp. kh. 
(2) abide apo: 
(2°NTbidban on 

Gi bOCe me lt. 

(5) Ibid, pp. 9-10. 
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OTHER INTERESTED PARTIES 


Hercules Canada Inc., Mississauga, Ontario (Hercules), Canada's only 
other manufacturer of biaxially oriented polypropylene film, submitted a brief 
in support of Mobil's petition for safeguard action. The brief states that 
"Hercules Canada adopts the submission made on behalf of Mobil Chemical 


Canada, tta.n)? 


Hercules Canada Inc., is a subsidiary of Hercules Incorporated, 
Wilmington, Delaware, U.S.A., and, like Mobil, began producing BOPP film in 
Canada in 1981, using state-of-the-art facilities, at a plant located in 


Varennes, Quebec. 


Hercules uses both the tenter frame (see above discussion on Mobil 
production) and the bubble process (also referred to as the "tubular" or 


"blown" process). 


Hercules' output of BOPP film comprises most types and varieties 
covered by the petition. Some imports from its U.S. parent plant occur when 


Hercules in Canada is not capable of supplying the small quantities needed for 
the limited market in Canada. On the other hand, Hercules has a mandate to 


produce certain types of BOPP film for the world market. 


According to both Mobil and Hercules, the Korean facilities for BOPP 
film are world-scale, and they also have state-of-the-art equipment. In 
addition, the Hercules brief contends that Korean manufacturing facilities 
have doubled in size over the last two years and are now 2 1/2 times the size 
of Canadian production and seven times larger than Hercules fanadaec: Both 
Canadian briefs refer to the cost advantage enjoyed by Korean producers in the 
purchase of polypropylene resin, the basic raw material. That is, the Korean 
manufacturers purchase resin at world prices, and under a government re-export 
program do not pay import duty when such resin is used for export in finished 


product form. Due to over-supply on the world market, it is alleged that 


(1) Hercules brief, p. l. 
C2)e Did orict. p. 4. 
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world prices are considerably depressed and well below the price, at present, 
for Canadian made Songs OP Both Mobil and Hercules utilize higher-priced 
Canadian resin only, including the resin used in Hercules' extensive export 
sales of “BOPP ‘film, ‘for’ reasons™ related to production Woeistics, ) prace 


stability and quality control. 


Thus, both parties contend that the world-scale production facilities 
and the purchase of resin at world prices allows Korean producers to "... 
compete cost effectively (in the Canadian market) without the benefit of GPT 


(2) 


status". 


With respect to Philippine production of BOPP film, it has been 
submitted that the Philippine facilities are world-scale as well and therefore 


(3) 


are ",.. well in excess of domestic requirements". Furthermore, resin is 
also available to the Philippines at the lower world price. Mobil estimates 
that the only Philippine producer has capacity of 10-12 million pounds which 
(4) 


is comparable to the output of their Belleville plant. 


The Korea Trade Centre, Toronto, submitted a brief on behalf of the 
Korean producers STC Incorporated and Samyung Chemical Co., Ltd. As well, a 
brief was received from the Embassy of Brazil representing producers in 
Brazil. Both parties argued for the continuation of the GPT rate of duty on 
the BOPP film covered by the petition as its elimination would not provide 
Significant relief to Canadian producers. Neither party made oral presenta- 


tions at the public hearing. 


It is the Korean position that imports of BOPP film from that country 
are exceedingly minor and thus do not represent a disrupting factor in the 
Canadian market. Although acknowledging an increase in percentage terms in 
GPT imports, particularly for the first half of 1985, it is contended that the 
increase is minimal when compared to the absolute increase in imports from 


non-GPT countries. 


(1) cf. Mobily op. cit. pp.) l2—-15,.and Hercules sOD.mc its, ms 
(2) Hercules, op. cit., p. 4. 
(3) Ibid, p. 3 and Mobil, op. cit., pp. 13-14 in particular. 


(4) Mobil, op. cit., p. 13. 
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The Korea Trade Centre also argues that "... there are additional 
non-tariff barriers which limit the potential for significant penetration of 
(1) 


Korean polypropylene film exports to Canada". These are: (a), the "lead 


time" factor; and, (b), the financing of shipments. 


It is contended that BOPP film orders from Korea require a minimum of 
90 days lead time between the date of order and the receipt of the landed 
product in Canada. The alternative is to stock inventory. However, this is 
expensive Gand; aco, quote, fromthe «Centre's brief;."..< noteconducivestoe'Just 
in Time' production systems. In addition, modifications to specifications of 


(2) 


inventoried film is costly and in most cases impossible to undertake." 


The second factor put forth by the Centre, financing, involves the 
use Jot Virrevocable Letters ‘of Credit to finance imports which, the brief 
alleges, requires the allocation of capital to finance the purchase for up to 
90 days in advance of receipt of the goods. On the other hand, Canadian 
producers deliver on credit terms of 30 or more days from the date of 


delivery. Therefore, it is held that financing charges are greater on imports 
and thus diminish the preference gained from the GPT rate. 


Thessbrazilvaniebrief garguedgethat: imports) ofsyBOPP » film:.from: GPT 
countries in general are not significant, and that suppliers from developed 
countries, enjoying MFN rates, have dominated, and in some cases are 
increasing, their share of the Canadian market. The Embassy of Brazil points 
to the fact that shipments from Brazil have, according to Statistics Canada 
figures, occured only in 1984 and amounted to 3 tonnes. Finally,, dts iwas 
stressed that Brazilian production is mainly for domestic consumption with the 
surplus exported almost entirely to West Germany, Australia and Latin 
America. Thus; the brief concludes that: "For the above reasons,- the 
Government of the Federative Republic of Brazil submits to the Tariff Board 
that no change should be effected to the current GPT rate for imports of the 


(3) 


subject goods." 


CU Veh ahs ety BE 
(2) Brief, pp. 2-3. 
(3) Brief, p. 3. 
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The Board received no written or oral presentations from or on behalf 


of the Philippine producers. 
IMPORTS OF BIAXIALLY ORIENTED POLYPROPYLENE FILM 


Total imports comprise shipments of BOPP film, entering under the GPT 
from Korea, the Philippines, Brazil and others, ande of] | BOPP esti mae for 
countries under the MFN and BP tariffs. Aggregate imports have not been 
broken down by type or by use, e.g., coated, uncoated, tape, industrial, etc., 
as the petition covers the broad spectrum of all biaxially oriented filn 
properly entered under tariff item 93902-84. The data include the combined 
commodity classes 424-53-20 (polypropylene film .01" or less thick) and 
4224-53-30 (polypropylene sheet over .01" thick), as already explained. 
Detailed analysis indicates that virtually all of the BOPP film imported fron 
GPT countries has so far been of the uncoated variety, most of which was for 
flexible packaging. This also reflects the petitioner's contention that 
uncoated BOPP film for flexible packaging was the main concern arising fron 


GPT imports. 


Imports into Canada of BOPP film, as summarized in the following 
table, totalled 18,206,200 pounds in 1981. The corresponding total dropped ir 
1982 to 12,970,900 pounds. However, since the end of 1982, the volume of 
total imports has risen steadily, and for the period January-July, 1985, the 
level reached 12,187,794 pounds, up by 34.4 per cent from the 9,065,000 pounds 
for the same period in 1984. By the end of 1985, it is projected on the basis 
of the January-July period for 1985 that the volume of total BOPP film import: 
will be approximately 20,893,000 pounds, compared with 18,603,600 pounds fo 
1984. 


Non-GPT imports represented 100 per cent of all imports in 1981. 8B 
the end of the first seven months of 1984, they accounted for 98.9 per cent ° 


imports. Moreover, with the advent of GPT imports in relatively substantia 


quantities beginning in the latter half of 1984, the share of total BOPP fil| 


imports for the first seven months of 1985 sourced in non-GPT countrie 


slipped to 94.4 per cent. In absolute terms, the volume of non-GPT import 


continued their upward trend, moving from 9,013,800 pounds in January-Jul 
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1984 to 11,501,400 pounds in the same period of 1985 or an increase of 
27.6 per cent. Of the increase in total BOPP imports during the first seven 
months of 1985 of 3,122,794 pounds, non-GPT sources accounted for 2,487,600 


pounds or more than four-fifths of the total. 


Major non-GPT sources of supply are the United States (76.1 per cent 
of 1984 total non-GPT (lO aleywperdicent of) «that 
the .U:Ka, 


import volume) and Japan 


volume). The remainder is accounted for by imports from Italy, 
etc. 
Mobil and Hercules. MTtotal Canadian imports of BOPP film from the United 


States were 10,646,600 pounds in 1983. 


Shipments from the United States include inter-company transfers by 


In the following year, the corres- 
ponding figure rose to 14,006,300 pounds. Most recent data for 1985 indicate 


that imports by Mobil and Hercules declined while total U.S. sales in Canada 


continued to rise. 


Jan-July Jan-July 
1981 1982 1983 1984 1984 1985 
Volume ('000 lbs.) 
Non-GPT NG 206.2 9 12,.9609'.50015, 204.6 165399.6 C701. Gm oll, 5Oled 
Total Imports 18,206.2 12,970.9 15,298.9 18,603.6 97065.0 afl2cke7 os 
GPT Imports 
as % of Total 
Imports - # Ore Wea 0.6 5.6 
Value ($'000) 

GPT - 4.8 15.6 Pall ils, 627-5 
Non-GPT 25,148.3 18,800.7 23,568.9 30,399.6 15,453.3 15,63 3<1 
feca Pe impores  coeLuOs 5-6 LO, 005. 8 29,5045 2630, 013. ml 5,525.1, 129, 26027 
GPT Imports 
as? ot Total 
Imports ~ * * Oru, 0.5 2.9 


Source: 


GPT AND NON-GPT IMPORTS, 1981-1985 


TABLE 1 


Statistics Canada and the Tariff Board. 


Fie 


GPT Imports 


GPT imports were first recorded in 1982 at 1,400 pounds. The total 
increased to 14,300 pounds in 1983. In 1984 however, the level of imports 
from GPT sources jumped to 204,000 pounds, with most of the increase occuring 
in the latter six months, which corresponds to the petitioners' claim of when 
pricing effects were first felt. Shipments from GPT sources in the first 
seven months of 1985 reached 686,394 pounds, almost 13 times as much as in the 
same period in 1984. The GPT increase of 635,194 pounds in early 1985 over 
the same period in 1984 accounts for 20.3 per cent of the rise in the volume 


of BOPP film shipments to Canada from all sources for that period. 


Korea’ Is the  “major™ sources of" GPT, imports; fol lowedmaby acne 
Philippines. In 1984, Korean shipments to Canada totalled 110,700 pounds, an 
amount already exceeded in the first quarter of 1985. By the end of July, 
1985, the figure stood at 406,035 pounds, compared to 15,300 pounds for the 
same period of 1984. The increase of 390,735 pounds attained by Korea repre- 


sents 12.5 per cent of the expansion in total imports from world-wide sources 
for that period, reflecting the rapid growth of Korean sales to Canada. 


The Philippines, from whom imports were first recorded in 1984 at 
87,600 pounds, also registered a substantial increase in the January-July 1985 


period, reaching 247,034 pounds. 


Other producing GPT countries, such as Brazil and Mexico, have made 
small, sporadic, shipments to Canada prior to 1984. During the first seven 
months of 1985, some of those, together with new Far Eastern suppliers, have 
sold small quantities in the Canadian market as well. Overall then, on the 
basis of a comparison between January-July 1984 and 1985, GPT imports would 
account for 5.6 per cent of total imports in the latter year as compared with 
0.6 per cent in 1984. Although the Board did not obtain data on total imports 
of uncoated flexible packaging BOPP film, it is clear that GPT sources have | 


captured a larger share of this smaller more specific import market. 
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THE CANADIAN MARKET, CANADIAN DOMESTIC 
SALES AND IMPORT COMPETITION 


There are only two manufacturers of BOPP film in Canada and, there- 
fore, production, sales and similar data submitted in confidence to the Board 
cannot be revealed without breaching confidentiality. As a result, much of 
the discussion which follows has been cast in qualitative rather’ than 


quantitative terms. 


Both Mobil and Hercules commenced production of BOPP film in Canada 
in 1981. Output trebled by 1982 and grew further about three times over the 
next two years. However, preliminary indications are that Canadian production 


of BOPP film is slowing down in 1985. 


A sizeable and increasing volume of BOPP film has since the inception 
of production been exported. However, the bulk of Canadian output is sold in 


the domestic market. 


Domestic disappearance, or consumption, of BOPP film almost doubled 
in volume between 1981 and 1984. Early indications, though, show that the 
recent expansion has slowed down in 1985, and demand for the year as a whole 


may well fall below the level attained in 1984. 


Prior to commencement of Canadian production, imports of BOPP film 
furnished all this country's domestic needs. Subsequently, domestic producers 
have captured an increasing share of the domestic market. In 1984, the 
Canadian industry supplied over one half of domestic requirements. This share 
appears to have been reduced somewhat in 1985 as total imports of BOPP film 


increased. 


Up until 1982, non-GPT imports were the sole off-shore source of BOPP 
film entering the Canadian market. In 1984, however, shipments from GPT 
countries, notably Korea and the Philippines, appeared in significant 
commercial quantities in Canada. The growth of such imports accelerated 


significantly in the latter part of 1984 and into 1985. The penetration of 


eal Cae 


the Canadian market by suppliers benefitting from the GPT expanded more than 
five-fold during that time span and is now equal to more than one tenth of the 


share of the Canadian domestic disappearance held by non-GPT imports. 


A significant proportion of domestic production consists of uncoated 
BOPP film used in flexible packaging. During the years in question, output of 
such film grew at a faster pace than the manufacture of other types of BOPP 
film. Imports of uncoated BOPP film from GPT countries for use in flexible 
packaging appear to account for most of supplies which enter Canada from such 
sources. As a result, the adverse impact upon domestic producers of rapidly 
expanding GPT imports is much more pronounced when compared with the domestic 
output of BOPP film used in flexible packaging than when measured against the 
total Canadian production of BOPP film, i.e., of film of various types,and sor 


various end uses. 


PRICES AND THE IMPACT OF GPT IMPORTS 


It is acknowledged that there is not a significant difference in 
quality between the domestic BOPP film and the product imported under the 


GPT. The competition turns predominantly on prices. 


Due to the short period of time which has elapsed since the 
appearance of BOPP film from GPT countries on the Canadian market, the Board's 
analysis of prices obtained from confidential import documents did not provide 
price series for each specific type of the imported film in question. The 
number of shipments under the GPT thus far has been small and has generally 
comprised different thicknesses, and therefore did not permit price 
comparisons over time for like or similar goods. There were two exceptions, 
namely, uncoated 20 micron (80 gauge) film from Korea, and a similar product 
imported from the Philippines. Average unit prices of all GPT imports, 


including shipments of the 20 micron film, were also considered. 


Twenty micron film imported from Korea and the Phillipines showed a 
decline in prices, the former in December 1984 of 9.0 percent and the latter 


of 5.0 percent, as the total volume of GPT imports increased. 
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Table 2 shows that the average price of Korean BOPP film exported to 
Canada increased by approximately 7.3 per cent in 1984. However, during the 
first seven months of 1985, unit values of the Korean product were 17.1 per 
cent lower than the average for 1984. Average unit values of imports of BOPP 
film from the Phillipines remained unchanged. For GPT imports from Korea and 
the Phillipines combined, the unit values for uncoated BOPP film used in 
flexible packaging were 13.3 per cent lower in 1985, an evidence that GPT 


imports constituted considerable downward pressure on domestic BOPP prices. 


The downward price pressure is confirmed as the average price of 
uncoated flexible packaging film of Mobil declined in 1985. This) price 
Suppression and price erosion in the face of rising costs have contributed to 
amesharp reduction for the petitioner in net income before taxes. for the 
uncoated BOPP film. The other two major product groups, namely, coated BOPP 
film and BOPP film for pressure-sensitive tape and other industrial 


applications exhibited a better price and profitability performance. 


Similar detailed data were not obtained for Hercules. However, 
according to its confidential brief, that Canadian producer experienced 


(1) 


simitar® pressure on its prices of BOPP film for flexible packaging. 


TABLE 2 


BIAXIALLY ORIENTED POLYPROPYLENE FILM 
AVERAGE PRICES OF GPT IMPORTS 


bf Lis 
Jan-July 
1983 1984 1985 
Korea 1.09 lies wef 0.97 
Philippines - 0.85 0.85 
Average: All 
GPT Imports 1.09 1.05 0.91 


Source: The Tariff Board. 
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For total output, the average price realized by the petitioner 
remained the same from 1983 to 1984. However, during the first seven months 
of 1985 prices rose, reflecting in part a shift from tape film to higher- 
priced coated film. The overall profitability performance in 1985 was below 


that for 1984, but it was still above the level of 1983. 


FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 


Imports of biaxially-oriented polypropylene film under the GPT column 
of Tariff Item 93902-84 first occurred in 1982 and have grown rapidly since 
that time to over 200 thousand pounds in 1984, and to 762 thousand pounds in 
the period January-October 1985. Imports of this product under the General 
Preferential Tariff originated primarily in the Republic of Korea and the 
Philippines, with the former being the source of the larger volume. Small 
amounts have also been shipped from Hong Kong and the People's Republic of 


China. 


Uncoated BOPP film of thickness of less than 100 gauge, for use as 
flexible packaging has made up the bulk of the GPT shipments. Small volumes 


of film for pressure sensitive tape and other industrial applications entered 
under the GPT as well. The Board was unable to uncover any GPT imports of 


coated BOPP film. 


Korean and Philippine suppliers operate facilities with the same or 
greater capacity than that of either of the two Canadian producers. Combined, 
they have the capability to produce a volume of BOPP film far exceeding the 
capacity of the domestic industry and the total requirements of the Canadian 
market. The capacity of those suppliers exceeds their own domestic require- 
ments so that a substantial amount of their output is available for export to 
world markets. Producers in these GPT countries have access to polypropylene 
resin, the basic film material, at more favourable prices than Canadian 


producers, pay lower wages and use similar technology. 
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Output of BOPP film by the Canadian producers, after commencement of 
operations in 1981, expanded rapidly. However, the rate of growth in produc- 
tion has levelled out in 1983 and 1984, and has actually declined during the 
first seven months of 1985 from the level in the same period of the previous 
year. This contraction reflected a softening in demand, after years of 
uninterrupted growth of domestic consumption of BOPP film, and an increase in 


import penetration by MFN as well as GPT suppliers. 


The proportion of the domestic market met by imports from all sources 
in the period January-July, 1985 was 52.6 per cent, up from 41.8 per cent in 
1984. Imports from non-GPT countries supplied 49.6 per cent of the domestic 
market and GPT countries 3.0 per cent. Although GPT imports, virtually all 
for flexible packaging, have grown very rapidly they are small in terms of the 
Canadian market for all BOPP film and as a proportion of total BOPP film 
imports. Such imports, however, are equivalent to 15 per cent of domestic 


output of uncoated flexible packaging film. 


During the latter part of 1984 and 1985, the average price of imports 
from Korea and the Philippines declined, resulting in a lower domestic prices 
for uncoated BOPP film for flexible packaging. There was no evidence of such 
price suppression and erosion for film for tape and other industrial appli- 
eations and for coated BOPP film. Profitability of the petitioner Mobil for 


uncoated flexible packaging film declined during this period as well. 


The Board, therefore, concludes that GPT imports of uncoated 
biaxially-oriented polypropylene film 100 gauge or .001" or less in thickness 
have caused injury, primarily in the form of price suppression and erosion and 
lower profits to Canadian producers of these goods. Moreover, it is satisfied 
that withdrawal of the General Preferential Tariff for uncoated BOPP film for 
flexible packaging would provide significant relief to Canadian producers. 
Further the Board is concerned about the production and export capacity 
available in Korea and the Philippines and the possibility of substantial and 
Significant GPT import penetration of the domestic market for this poly- 


propylene film. 
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The Board, therefore, recommends as follows: 


1. that the GPT rate of 9.5 p.c. now provided under tariff item 
93902-84 be withdrawn for a period of three years for uncoated 
biaxially-oriented polypropylene film with a thickness of .001 
anchloOreaitess ands 


2. that tariff item 93902-84 be replaced with the following: 


British Most General 

Prefer- Favoured- Prefer- 

ential Nation General ential U.K. and 

Tariff Tariff Tariff Tariff Ireland 
93902-84 Polypropylene LY. 50p. ee c14.59 p2e. 8625. perro 5) pec mltLeomD eae 


E82) ASS SAIS A 


Biaxially oriented 
polypropylene 
film, uncoated, 
thickness of 
-O0O01 inch or 
DOSS Wace one's alevetets Ass 
(Temporary tariff 
item: see Ap- 
pendix 1) 
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July 24, 1980 


Mr. John A. MacDonald 
Chairman 

tarniit Board 

365 Laurier Avenue West 
Ottawa, Ontario 

K1A OG7 


Dear Mr. MacDonald: 


iweam- writingeeto- “aske the olarzif Board) to “study and report “under 
section 4(2) of the Tariff Board Act on a number of matters relating to the 
General Preferential Tariff (GPT). 


The Canadian GPT was implemented in 1974 as part of an international 
system of tariff preferences designed to assist developing countries to expand 
their exports of manufactures and semi-manufactures to developed country 
markets. The preferential rate on industrial products covered by the Canadian 
scheme is established by legislation at two-thirds of the Most-Favoured-Nation 
(MFN) rate of duty or the British Preferential (BP) rate, whichever is lower. 
specific preferences have also been established for selected agricultural 
products. Most textile products, leather footwear and certain electron tubes 
and parts were excluded from the coverage of the GPT by Order in Council under 
the safeguard clause because of the particular sensitivity of Canadian produc- 
tion in these sectors to import competition. 


Since it came into effect in 1974, the GPT has been the subject of 
numerous and often conflicting.representations. On the one hand, developing 
countries seeking to improve their competitive position vis-a-vis developed 
countries in the Canadian market have requested that preference under the GPT 
be improved and also that the product coverage of the scheme be expanded. 
Most recently developing countries have expressed concern that the lowering of 
MFN tariff rates as a result of the multilateral trade negotiations (MTN) will 
yield smaller margins of preference for developing countries under the GPT 
than at present. They are seeking further improvements to the Canadian scheme 
so that their relative competitive position in the Canadian market will be 
enhanced or, at least, maintained. 


On the other hand certain Canadian producers have expressed dis- 
Satisfaction and concern over the granting of preferential access to the 
Canadian market for developing countries. They argue that for many products 
these countries no longer need preferential access to compete in the Canadian 
market and that Canadian production and employment may be threatened by these 
preferences. Canadian producers have also alleged that the current safeguard 
provisions under the GPT are inadequate and do not allow for prompt considera- 
tion and open review of petitions for withdrawal or suspension of preferences. 


Lee 


In response to these latter representations and in order to be in a 
position to consider improvements to the GPT, the government will be intro- 
ducing legislation to change the safeguard provisions of the GPT legislation. 
These changes will be designed primarily to facilitate the review of petitions 
from Canadian industry for withdrawal or suspension of the GPT preference on 
particular products from either one or all GPT beneficiaries. The proposed 
changes would include a provision to allow Canadian producers to petition the 
Tariff Board directly to determine whether imports at GPT rates are causing or 
threatening to cause them injury and, in the case of a positive finding, to 
recommend appropriate safeguard action to the government. Authority for the 
Governor in Council to establish tariff rate quotas, on the recommendation of 
the Tariff Board, as an alternative to outright exclusion of products from the 
GPT, would also be provided for in the amended GPT legislation. (Under a 
tariff rate quota the MFN tariff rate would be automatically restored when 
imports at the preferential rate reach a predetermined level). These changes 
should, if implemented, reassure Canadian producers that their requests for 
safeguard action will be given prompt consideration under procedures which 
allow for extensive input by, and consultation with, Canadian industry. At 
the same time, developing countries or their representatives would have the 
opportunity to make representations to the Board on any petition for safeguard 
action. 


I recognize, however, that legislation will take time and that 
Canadian producers have an immediate concern. I would therefore like to meet 
that concern as far as possible within the context of existing legislation. 
Accordingly, I direct the Tariff Board pursuant to section 4(2) of the Tariff 
Board Act to conduct an inquiry into “any! submission? it )receivesm ironed 
Canadian producer to the effect that the producer has suffered or may suffer 
injury as the result of the General Preferential Tariff, where the Board is 
satisfied that there is a prima facie case of injury. If the Board should 
decide to proceed with an inquiry I would not expect it to recommend safeguard 
action unless it were fully satisfied that there is actual injury to Canadian 
producers or an actual threat thereof due to imports at the reduced rates of 
duty under the GPT. I would expect the Board to take into account those 
economic factors generally recognized as relevant to a determination of injury 
such as those contained in the GATT Anti-dumping Code and the Code on Sub- 
sidies and Countervailing Duties. The Board should, in its inquiry, also 
attempt to establish whether withdrawal of the GPT on the product or products 
concerned would in fact provide significant relief to the Canadian producer or 
producers. The Board ‘shall report its findingsieto me within wsixemonthasimon 
commencing its inquiry together with its recommendations as to whether in the 
particular instance the General Preferential Tariff should be withdrawn in 
whole or in part. If as the inquiry proceeds the Board is satisfied that 
there is a situation requiring urgent action, it shall make an interim report 
and recommendation prior to its final report and recommendation. In addition 
to the views of Canadian producers the Board should, in carrying out the 
inquiry, invite and take into account the views of the exporting beneficiary 
country or countries, exporting firms or representatives thereof as well as 
Canadian importers and consumers. 
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Given the reassurances that will be provided Canadian producers upon 
implementation of the proposed changes to the safeguard provisions, and 
bearing in mind the results of the MTN, the government also considers it 
timely and appropriate to review what changes or improvements to the GPT 
scheme may be possible to deal with the concerns of developing countries noted 
above. I would not want to propose such changes or improvements, however, 
unless it were determined that Canadian interests would not be adversely 
affected. I, therefore, direct the Tariff Board pursuant to section 4(2) of 
the Tariff Board Act, to review and report on the expected impact on Canadian 
production of including in the GPT those products covered by the tariff items 
listed in Group I of Annexes A and B to this letter, and the expected impact 
on Canadian production if the preferential rate under the GPT were established 
at Free for those products covered by the tariff items listed in Group II of 
Annexes A and B. I would also ask the Board to include in its report 
recommendations, based on its findings, as to whether any of the products 
covered by the tariff items in Group I should be included in the GPT and if so 
at what rates, and whether any of the products covered by the items in Group 
II should be allowed duty-free entry under the GPT. 


If the Board should conclude that the inclusion in the GPT of some of 
the goods which are now excluded would be facilitated by the establishment of 
tariff rate quotas for those products, I would ask the Board also to make 
recommendations regarding the levels of such quotas. With regard to the GPT 
rates which the Board might recommend for products which are now excluded from 
the GPT, but for which the GPT rate formula would apply if they were included 
in the GPT, I would ask the Board to consider only two options: duty-free 
entry or the formula rate (i.e. the MFN rate minus one-third or the BP rate if 
it is lower). 

I would ask that the Tariff Board report not later than nine months 
from the date of this letter on the tariff items listed in Annex A. The 
Board's report on the items listed in Annex B should be submitted within one 
year of its report on the items listed in Annex A. 


Yours sincerely, 


Allan J. MacEachen 
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ATTENDANCE LIST 
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ATTENDANCE AT PUBLIC HEARING HELD 
ON SEPTEMBER 4, 1985, OTTAWA 


Organization Representative(s) 
Brazil, Embassy of N. Lemanh 

C.D. Carthur & Associates C.D. Arthur 
Curwood Packaging (Canada) Limited C.A. Frankiw 
Dept. of Finance B.J. Finch 
Hercules Canada Inc. JeS. Cowan 
Herridge, Tolmie J.-M. Coyne 
Herridge, Tolmie P.J. Wilson 
Korea, Embassy of Vek enbark 
Mobil Chemical Canada Ltd. S.R. Gallinger 
Mobil Chemical Canada Ltd. D.E. Valcamp 
Ogilvy, Renault J. Chipman 
Ogilvy, Renault J. Day 
Stormont Chemicals Limited A.P. MacDonald 


Sumitomo Canada Ltd. K. Ichikawa 
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